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81% 

of energy experts think smart 
grid technology is important 
for creating a cleaner, stronger 
system of the future. 


Energy 

Pressures such as environmental 
concerns and resource constraints 
are pushing the energy industry 
to respond. 


Energy professionals increasingly believe that electricity will 
need to come from cleaner, more renewable sources A more 
intelligent, flexible and agile electricity system that generates,, 
transmits and distributes power efficiently and reliably is seen 
as key. Smart grid technology is one of the key energy initiatives 
among energy industry stakeholders, who believe it will play an 
important role in the way electricity is produced, supplied and 
consumed in future. 
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Connect renewable power to the grid? 


Electricity generated by water, sun and wind is most abundant in remote areas 
like mountains, deserts or far out at sea. ABB's leading power and automation 
technologies help renewable power reach about 70 million people by integrating 
it into electrical grids, sometimes over vast distances. Our effort to harness 
renewable energy is making power networks smarter, and helping to protect 
the environment and fight climate change, www.abb.com/betterworld 
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SCHWAB PRIVATE CLIENT is based on an ongoing, close partnership 
between you and your dedicated Schwab Consultant，who works with 
a team of investment professionals to provide you with customized 
investment help. Every ounce of guidance is based on working with you. 
All in plain language, with no pressure to buy or sell specific stocks or 
funds. And it T s all at the great price you’ve come to expect from Schwab, 

Experience Schwab firsthand at one of our investment workshops* 

Call 800-540-0048 ar visit Schwab.com for your local branch’s schedute. 
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U-S. Commodity Futures Trading Commission was incorrectly identified as the 
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Let's build a smarter planet, ibm.com/luggage 
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The euro zone—born of cultural 
similarity—is threatened by its 
economic inequalities. It doesn’t 
have to be. By Peter Coy 


In December 1998 and January 1999, 
high-energy physicists in Russia created 
a superheavy element called ununqua- 
dimn with a record 114 protons. It was 
an impressive technical achievement, 
Alas s ununquadium ( (t oon-oon-QUOD-ee- 
um”）is too unstable to exist in nature. 
The force binding its nucleus together 
is overwhelmed by the force tearing it 
apart. The synthetic element has a half- 
life of just 2.6 seconds. 

At the very moment that the physi¬ 
cists in Dubna ， Russia，were birthing 
ununquadium, another group of sci¬ 
entists-dismal scientists-were smash¬ 
ing together the currencies of Western 
Europe to form a brand-new synthet¬ 
ic element known as the euro, which 


they proudly launched on Jan. 1, 1999. 
Less than a dozen years later, the euro 
is under serious strain. “European offi¬ 
cials have squanderedconfidence, and 
like toothpaste coming out of a tube, it 
is difficult to pul it back in: writes Marc 
Chandler, global head of currency strat¬ 
egy at Brown Brothers Harriman* Some 
agonizing questions are being openly 
asked. What will it take to restore mon¬ 
etary stability in Europe? Is the euro, 
like unLiiiquadium, simply too massive 
far the natural world? If so, how might 
it blow apart-and how much damage 
might it do in the process? 

Wliat'sso concerning to European pol¬ 
icymakers is that the conflagration keeps 
jumping over their firebreaks* Sovereign 
borrowing costs kept rising after the an¬ 
nouncement on Sunday, Nov, 28, of a ten¬ 
tative €8S billion emergency loan pack¬ 
age for Ireland. It's not even clear that 
the Irish legislature will agree to take the 
money on the terms offered. “The plan 
should have been announced in Lourdes 


because* short of a miracle, it is doomed 
to failure,” says Jack O'Connor, head of 
SIPTU, Ireland^ biggest union. 

Back in 1999, at the euro’s launch, 
hopes were high that Europe would 
cleanse itself of its warring past as effi¬ 
ciently as it dispensed with historic cur¬ 
rencies like the peseta, franc, guilder, and 
deutsche mark. Speakers harked back 
to Winston Churchill, Britain’s wartime 
Prime Minister, who in 1948 said: “We 
hope to see a Europe where men of every 
country will think of being a European as 
of belonging to their native land，and ... 
wherever they go in this wide domain 
… will truly feel, ‘Here I am at home*’ ’’ 
If any things the opposite is occurring. 
The euro coin has become a millstone to 
many, and forced togetherness is reviving 
prejudices between nations. 

Sovereign debt crises aren’t new + 
Greece was in default on foreign debt for 
90 of the years between 1826 and 1964, 
according to economists Carmen Rein¬ 
hart and Kenneth RogofF. What makes 
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lf J s been known for centuries 
that monetary unions are hard 
to hold together. The creation of the 
euro zone was—as Samuel Johnson 
said about second niarriages_the 
triumph of hope over experience 


this crisis a threat to the euro's solidity 
is that the common currency is imped¬ 
ing member nations’ ability to get back 
on their feet. Ordinarily when a nation 
like Greece or Ireland loses competi¬ 
tiveness, it gets it back by allowing its 
currency to depredate-its exports au¬ 
tomatically become cheaper to foreign 
customers while imports become more 
expensive, which discourages consum¬ 
ers from buying so many of them, Ice¬ 
land regained competitiveness when its 
krona abruptly lost half its value in 2008. 
Since the euro zone's weaker members 
can't depreciate, the only way for them 
to regain competitiveness is to cut pay 
and benefits. That’s “a very much more 
painful way to achieve real devalua¬ 
tions/" Martin Feld stein, the Harvard 
University economist and former chief 
economic adviser to President Ronald 
Reagan，wrote in a June article in The 
Weekly Standard. (Feldstein, not inciden- 
tally，was warning about the euro's draw¬ 
backs in 1999, when many other econo¬ 
mists were all smiles.) 

It's been known for years-centuries^ 
really-that monetary unions are hard 
to hold together. World War I killed the 
Scandinavian and Latin monetary unions, 
the latter of which included France, Bel¬ 
gium, Italy, Switzerland, Greece, and Bul¬ 
garia. As theorized by Robert A. Mundell, 
the Nobel Prize-winning economist at 
Columbia University, a monetary union 
can’t survive without something very 
close to political union 3 including free 
mobility of labor to nations where jobs 
are more available, flexible wages, a tax 
system that transfers funds from the win¬ 
ners to the losers* and strict rules pre_ 
venting members from running up big 
budget deficits. Members must feel that 
burdens are fairly shared: Ireland has in¬ 
furiated the Germans by keeping its cor¬ 
porate income tax rate at 12-5 percent 
(Germany's is 30 percent) even while ap¬ 
pealing for help. The euro's backers opU- 


mistically believed that the very yoke of 
the common currency would bring about 
the behavior the eum s s continued exis¬ 
tence depended upon. The euro was-as 
the English essayist Samuel Johnson said 
about second marriages-the triumph of 
hope over experience. 

The eoro zone's crisis may yet galvanize 
political leaders to tighten the links be¬ 
tween their nations, "We may see a much 
faster move towards a de facto fiscal 
union/' says Gary Jenkins, head of fixed 
income at London-based Evolution Securi¬ 
ties. The euro stopped falling on Dec. 1 on 
a hint from European Central Bank Pres¬ 
ident Jean-Claude Trichet that the bank 
might support endangered countries by 
buying more of their bonds. A more dra¬ 
matic though less likely gambit would be 
to raise funds with a new “blue bond，” 
whose payments would be guaranteed by 
ail euro zone members collectively* Euro 
nations understand that a breakup of the 
zone would have serious repercussions. 
“No one gains/" Carl Weinberg, chief 
economist of High Frequency Economics 
in Valhalla, RY” wrote in a Nov + 29 e mail. 
'Thousands of jobs in Germany’s export 
sector would be lost” if a euro breakup 
resulted in a high-priced new deutsche 
mark, Weinberg wrote, while “the south¬ 
ern zone would lose access to the finances 
and the financial standing of their mone¬ 
tary link to the richer nations: 

But as European credit markets go 
haywire, it’s no longer possible to rule 
out a euro zone breakup of some kind. 
And it would be hard to stop at just 
Greece or just Ireland. “Once you’ve es¬ 
tablished the principle that a country 
can leave, you’ve planted the idea that 
others can leave" says Mark Cliffe, chief 
economist of ING f the Dutch financial 
giant. “Frankly, I can imagine just about 
anything happening here: 

If the euro zone were to break up, it 
would make sense for member nations 


to regroup in more defensible con figu¬ 
rations-ones more nearly resembling 
the optimal currency areas described 
by Columbians MundelL To stop the 
market terror before it engulfs all of the 
euro zone，the fiscally strongest nations 
should gather behind an impregnable 
“cordon sanitaire" argues Simon John¬ 
son, the former chief economist of the 
International Monetary Fund, who is a 
professor ai Massachusetts Institute of 
Technology and a Bloomberg News col¬ 
umnist* As Johnson sees it, those strong 
nations would trust each other enough 
to promise one another unlimited finan¬ 
cial support if any of them ran into trou¬ 
ble, which would stop the bond market 
vigilantes cold. In that group he puts 
Germany* Austria, the Netherlands, Fin¬ 
land, Slovakia, Slovenia, Luxembourg^ 
and tiny Malta, 

The scary thing about Johnson’s 
cordon sanitaire is that it would leave 
France, Italy ， Spain, Belgium, Portugal, 
Ireland, Greece, and Cyprus on the out¬ 
side, unshielded from market forces. At 
least a couple of the weaker shun tied na¬ 
tions would be likely to default. In the 
long nm t though, it could be a blessing 
fbr them to be spared from monetary and 
fiscal policies that just don’t suit them and 
debts that are, frankly, unpayable. Like 
serial defaulter Argentina, they would still 
find it possible to borrow money* albeit at 
a higher rate, And with depreciated na¬ 
tional currencies, they would be able to 
match their exports to their imports. 

The biggest downside of such a sce¬ 
nario would be the death of the dream of 
a united Europe, It appears, though, that 
Europe still isn’t ready for a full union. As 
in the nucleus of the elusive ununquadi- 
uni atom, the forces of repulsion remain 
stronger than the forces of attraction. It 
might be wiser to acknowledge that reality 
than to sacrifice a generation of indebted 
Europeans to an impossible ideal. O 
— Wif/i Dam Doyle and Simon Kennedy 
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Global Economics 



China Wants Nuclear 
Reactors—Fast 


► An ambitious program aims to have 27 new nuclear power plants up and running by 2020 

► “We look at this as a long-term opportunity... but there are no guarantees” 


The ballroom of the Grand Hyatt on 
Beijing's East Chang An Avenue was 
packed. The occasion: the first-ever 
China International Nuclear Sympo¬ 
sium, a gathering of China’s tap nuclear 
players and many of the world’s nuclear 
power companies, including Westing- 
house, Arava, and Hitaclii-GE. 

What brought the Chinese to the 
Hyatt on Nov. 24 and 25 was a hunger for 
the latest technology. What brought the 
foreigners was money: According to Mi¬ 
chael Krusej consultant on nuclear sys¬ 
tems for Arthur D, Little, the Chinese are 
ready to spend $511 billion to build up to 
245 reactors. "The market is being driven 


by the consti uction of new reactors, and 
it is no secret that most of those are right 
here in China 广 says Fletcher T. Newton, 
an executive vice-president of Uranium 
One, a mining company. 

The global nuclear industry is willing 
to take big risks to get a piece of’China’s 
nuclear budget + The danger is that in 
landing those fat contracts-and shar- 

IVnlike the rest of the world, 
when it comes to building 
nuclear reactors in China, 
money is not an issue 


ing technology with Chinese partners- 
the industry will help build a formidable 
rival* Even though they lack the most 
advanced technology, the Chinese are 
rapidly becoming self-sufficient in reac¬ 
tor design and constmction, according 
to the World Nuclear Assn The mdustry 
has the backing of the deep-pocketed 
Chinese state* an ambitious plan to train 
an army of nuclear engineers, and the 
leverage that comes from being the big¬ 
gest market around. “They are going 
to use a bunch of different [suppliers] 
with the goal of being a developer them¬ 
selves^ says Jeffrey Holzschuh, a 
Morgan Stanley vice-chairman. 
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Nudear Power 

Where China Is Building Its Reactors 

Almost half the nuclear reactors under construction in 
the world today are in China, The Chinese are employing 
reactor designs from Russia, the ILS' ， France, and China 
itself- A key issue is whether foreign suppliers will be able 
to keep up with Chinese demand for critical and scarce 



Westinghouse, for example, says 
it has handed over more than 75,000 
technical documents to its Chinese 
customers as part of an agreement to 
license reactor technology, £i We look 
at this as a long-term opportunity and 
partnership；" says jack Allen, Westing- 
house Asia's president* H But there are 
no guarantees^ 1 

just 13 nuclear plants operate in China 
today, and until recently the Chinese 
were building only one or two reactors 
a decade. Now they are building 25 fa¬ 
cilities, accounting for c\me to half the 
reactors luider constmction worldwide 
(map), “This shows the rapid momen¬ 
tum of China's nuclear power develop- 
ment，” says Zhang Shanming，president 
of China Guangdong Nuclear Power 
Group, the country's No. 2 builder and 
operator of reactors . 

China's energy planners say they 
aim to have 40 reactors by 2020 and 3 
by 2030, enough additional reactors to 
generate more power than all 104 reac¬ 
tors in the lLS. f the leader in nuclear 
energy. Westinghouse, Areva, and other 
foreign companies will profit by licensing 
their reactor technology, consulting on 
safety and other issues, supplying com- 
ponenis, and helping with constmction. 
u Money is not an issue, which is different 
from the rest of the world. The Chinese 
have the capacity to deliver and they are 
deadly serious about achieving it 广 says 
Steve Kidd, director of strategy and re- 
search at the London-based World Nucle¬ 
ar Assn” the industry trade group. 

President Hujintao wants nonfos¬ 
sil fuels to produce 15 percent of China's 
energy by 2020. Although die Chinese 
have spent plenty on wind turbines and 
solar panels, only a buildup of nuclear 


Quoted 

“The media that he had drawn 晒 n to project 
him&elf as a no-nonsense reformer 
took its vengeance, portraying Sarkozy 
as a vulgar, insecure celebrity worshipper 
fa( ； u$ed only on hivn$eEf 违 nd hi 苺 place 
in Sim^llglrL” 

— US「Embassy description of French 


power can make that target reachable, 
^Developing clean, low-carbon energy 
is an international priority/ 5 says Zhao 
Chengkun, vice-president of the China 
Nuclear Energy Assn. iC Nudear is recog¬ 
nized as the only energy source that can 
be used on a mass scale to achieve this: 

Foreign companies are already get¬ 
ting contracts. On Nov. 23, Cameco, 
the miner, agreed to supply 29 mil- 
lion pounds of uranium to Guangdong 
Nuclear through 2025, Thomas Mundy, 
president and chief executive officer 
of Exelon Nuclear Partners, whose 
parent company runs 17 nuclear reac¬ 
tors in the U.S,, says he hopes to reach 
an agreement by mid-2011 to help the 
Chinese manage their reactors. West- 
inghoose designs are being used for 
four reactors now being built. Areva has 
sold two latest-generation reactors now 
under construction, as well as nuclear 
fuel. Areva Chief Executive Officer 
Anne Lauvergeon told the French 


Senate on Nov, 24 that she expected an¬ 
other deal on two mare. 

According to Lauvergeon and Allen, 
China is building reactors faster and at 
a lower cost than the rest of the world. 
State ownership of the industry guaran¬ 
tees capital and relatively quick approv¬ 
als of new plants. Low-cost labor and 
experience in major infrastructure proj¬ 
ects* whether power plants or subway 
systems，also help. As a result* build¬ 
ing a Western-designed reactor in China 
costs about $4 billion, 40 percent less 
than one in Normandy, and can be com¬ 
pleted in 46 months* vs. 71 months in 
France, according to Areva + 

One challenge for the Chinese Is 
locking in a supply of components, in¬ 
cluding reactor vessels (which protect 
the nuclear fission core), steam genera¬ 
tors, and nozzles produced in large-size 
forges, Just a few companies make these 
parts，says Westinghouse J s Allen. “You 
end up in a queue for these long-lead 


President Nicolas Sarkozy 
and the impact of his 
courtship and marriage 
to Carla Brunl as 
revealed by WikiLeaks 
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specialized materials 广 he says, “That is 
a constraint on how fast you can build.” 

How long will it take for the Chinese 
to become tough competitors? Guang¬ 
dong Nuclear says it would like to be 
selling its reactors abroad by 2013 (to 
date, China has supplied commercial 
reactor technology only to Pakistan), 
The Chinese ability to complete large 
civil engiiieeriiig projects is already 
“very worrying” for Europe’s com- 
panieSj Lauvergeon told the French 
Senate on Nov, 24. Yet Areva^ like every 
other Western company, still wants 
those China deals. — Dexter Roberts and 
Stanley Reed with Francois DeBeaupuy, 
Rachel Layne, and Tara Patel 


The bottom line Chin^ expects to spend $500 biliicrt 
on as many 245 resctors part of a pfan that 
could transform the global nuclear industry. 


Outsourcing 

So Long, Bangalore; 
Now Manila’s on the Line 


► In the call center business, the 
Philippines has overtaken India 

► 'These guys had a much later start, 
but they have caught up" 

For the past decade* Americans dialing 
customer service have stood a strong 
chance of being connected to someone 
in India. Now they're more likely to end 
up phoning the Philippines. Although 
the coimtry got a slow start in outsourc¬ 
ing, strong government support, a plen¬ 
tiful supply of English-speaking college 
grads, and an effort by call center opera¬ 
tors to diversify tiave helped the Philip* 
pines overtake India in call center rev¬ 
enues, “It’s not that we are trying to take 
business away from India 广 says Oscar 
Sanez 3 chief executive officer of the Busi¬ 
ness Processing Association of the Phil- 
ippines, an industry group. “We’re just 
looking for our own place in the sun.” 

The Philippines this year will pocket 
$5+7 billion for call center work from 
the U.S., Europe, and Australia, vs f the 
$5.5 billion that India's call centers will 
take in, according to the Everest Group, 
an outsourcing advisory firm* Call 
center operators like the Philippines 
because English is taught in schools 
and Filipinos have a cultural affinity for 


the U.S- f which ruled the country from 
1898 to 1946, “Clearly, these guys had a 
much later start，but they have caught 
up*' says Everest Group partner Nikhil 
RajpaU India, though, continues to lead 
in overall outsourcing revenues; $70 bil¬ 
lion, vs, $9 billion for the Philippines. 
The outsourcing industry now employs 
530,000 people in the Philippines and 
makes up about 6 percent of gross do¬ 
mestic product. 

A decade ago, millions of young 
Filipinos, especially English-speaking 
nurses and law students, had emigrat¬ 
ed to the U.S. f Hong Kong, and else¬ 
where, The billions of dollars they sent 
to their families every year represent¬ 
ed the country’s second-largest foreign 
exchange earner, after computer chips 
from Texas Instruments and a handfui 
of other tech players. Frustrated govern¬ 
ment officials looked to India for inspi¬ 
ration, “India had become very famous 
for call centers, and we decided to 
learn from iheir example,” says Celeste 
Hagan, who spent the past decade work¬ 
ing m government programs to encour¬ 
age outsourcing and now heads com mu- 
nications for SPi Global ， a call center 
operator owned by the Philippines" larg¬ 
est telecom company. 

To better understand India’s success, 
Filipino officials visited industry repre¬ 
sentatives in that country. The Filipino 
government streamlined the approval 
process for companies setting up call 
centers and changed its rules to allow in¬ 
dividual buildings to be designated spe¬ 
cial economic zones. Such zones offer 
tax breaks, quick clearances for building 
permits, and an exemption from impon 
duties on computers and telecom gear. 
And some 40,000 students have beaefit- 


Dialing for Dollars 

Call center revenues in the Philippines 



2000 


2010 

DATA ： BPAP, EVEREST GROUP 


ed from government-sponsored training 
to improve their English and comimini- 
cation skills- 

Cal] centers are changing the rhythms 
of Filipino life. Malls ， bars t cinemas., and 
cafes have popped up near buildings 
where young, nocturnal workers earn as 
much as 300,000 pesos ($6,850) a year 
in a country where annual per capita 
GDP in 2009 was about 83,000 pesos, 
Bloomberg data show. Weaned on radio 
stations that play U.S. Top 40 pop and 
hip-hop, teens seeking jobs in call cen¬ 
ters can banter in English as naturally as 
their native Tagalog, “There used to be 
some doubts about letting young people 
work so late at night, but now this has 
become an industry that young people 
aspire to/' says Thea Lu f a 30-year-old 
team leader with 24/7 Customer, 

A big part of the Philippines indus¬ 
try is run by companies that participat¬ 
ed in India's outsourcing revolution and 
are now looking to expand abroad. A tax 
break for Indian outsourcing shops is set 
to expire in 2011, though the industry is 
lobbying hard against it. In Bangalore 
and Gurgaon, India's biggest outsourc¬ 
ing hubs, companies must rely on diesel 
generators to ensure electricity，run 
fleets of buses to ferry employees to and 
from work, and struggle with attrition 
that can reach 50 percent a year* 

Those hassles, as well as a desire to 
diversify geographically, have spurred 
both Indians and Americans who oper¬ 
ate call centers in India to shift work to 
the Philippines. Bangalore 七 ased Wipro 
set up in the Philippine city of Cebu in 
2007 and now has 2,000 workers in the 
country ； by 2014 it expects to increase 
that to S ? 000. And 24/7 Customer，a Cali¬ 
fornia company that started operations 
in India in 2000, opened a Philippines 
office in 2005, It now has 4,000 employ¬ 
ees in the country, vs, 3,000 in India, 
w It f s very sad that India could not keep 
up witli its neighbors^ says 24/7 co¬ 
founder Shanmugam Nagarajan. 

As the Philippines government aims 
to double overall outsourcing revenues ， 
to $18 billion by 2015, it faces big hurdles. 
While it’s easy to hire new recruits who 
speak English, finding experienced man¬ 
agers is tougher; in an industry so young, 
few people have been around long 
enough to handle management or strat¬ 
egy jobs. K Where are we going to find 
the right kind of managers who can 
make our operations stand out?” 
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asks Steve Barker, who heads Asian op¬ 
erations ibr Site!, a Nashville-based com¬ 
pany that has 10,000 workers and seven 
facilities in the Philippines. 

Another obstacle is that the Philip¬ 
pines produces only about 10 percent 
as many engineers as India* Indian out¬ 
sourcing shops have gone from answer¬ 
ing phone calls to account management ， 
tech support, and consulting gigs such 
as helping banks manage financial de¬ 
rivatives and improving retailers* supply 
chains. While it’s fairly easy to handle 
customer phone calls, higher-level work 
requires the kind of specialized educa¬ 
tion that India provides the 400, 000 en¬ 
gineers it graduates annually, “Ten years 
down the line the Philippines may be a 
hotter destination/^ says Sanjeev Bhatia ， 
who oversees international operations 
for Wipro BPO. “But in IT and software, 
India really doesn't have any competi¬ 
tion^ — Mehul Srivastava 

Tfm bottom Hm The Philippines 打 as overtaken India 
in caff centers, though it remains far behind in more 
sophisticated outsourcing services. 


Mideasf Reform 

After Abdullah, What 
Next for the Saudis? 

► The monarch's recent surgery 
raises the succession issue 

► ^Succession is really a probiem. We 
don't know what is going to happen” 

The recent visit by Saudi Arabia's King 
Abdullah to a New York hospital for 
back surgery was a reminder of an un¬ 
settling issue with global implication s: 
who will succeed the 86-year-old mon¬ 
arch? The king, who is recovering and 
has started physical therapy^ has been 
a stabilizing influence in the Middle 
East and has carefully embraced eco¬ 
nomic and societal reform, The ques¬ 
tion is whether his successors will 
continue his work or whether Saudi 
Arabia's liberalization will stall. 

King Abdullah's father, Abdul Aziz f 


formed the kingdom in 1932 from a 
land of warring tribes and modest set¬ 
tlements. Poverty and illiteracy were 
widespread. Even today, Saudi lead¬ 
ers must manage the trick of letting in 
enough fresh air to nurture economic 
and social growth while not offending 
conservative sensibilities. Depending 
on who receives the nod，recent prog¬ 
ress in modernizing the economy and 
other reforms including better treat¬ 
ment for women could prove vulner¬ 
able, Also possible is paralysis under 
an enfeebled ruler, as most of the other 
surviving sons of Abdul Aziz are el¬ 
derly* "Succession is really a problem:’ 
says Mohammed al-Qahtani, a Riyadh- 
based democracy advocate, t4 We don't 
know what is going to happen/ 1 
The future is hard to predict be¬ 
cause the royal family's senior mem¬ 
bers are ultra-secretive about their 
thinking, Two princes are thought by 
most analysts to be next in line. One 
is Sultan, the Crown Prince and De* 
fense Minister. He is 82 and in very 
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professor of international relations 
at the University of Exeter in Britain, 
Even if neither of these front runn ers 
becomes king, it is likely that the royal 
family will tap another prominent son 
of Abdul Aziz, says F. Gregory Cause III , 
an Arabist at the University of Ver¬ 
mont, Abdul Aziz had 45 sons, and 
many survive, including Salman ， 71, the 
governor of Riyadh. 

Abdullah formally assumed power 
from his brother in 2005, though he 
had been de facto ruler for a decade. 

He has been a vigorous and progressive 
leader. A man af modest tastes who 
lacks formal education, he founded the 


poor health. Yet he was recently flown 
back from his palace In Morocco to take 
charge in Abdullah's absence. 

The other possibility is 76-year-old 
Prince Nayef, the Minister of the Inte- 
riofj who controls the domestic secu¬ 
rity services and the religious police. 
According to Mark Weston, author of 
a book on the kingdom called Proph¬ 
ets and Princes, Nayef opposes reform 


because he doesn't think Saudi Arabia 
needs fixing, ‘1 have said it dearly ； 'No 
to diange,’ ” Nayef told the Saudi Ga¬ 
zette in 2003, '"However, there is scope 
for development/" He has declared 
himself a skeptic on women’s rights 
and elections, “Some of the social re¬ 
forms would slow a little further under 
his stewardship without really going 
into reverse/’ says Gerd Nonneman, 


kingdom’s first coeducational univer¬ 
sity; raised oil production capacity by 
about a third, to 12.5 million barrels 
per day; modernized financial servic¬ 
es; and presided over an economy that, 
despite some hiccups in the banking 
system* rode out the global recession 
more smoothly than neighbors Kuwait 
and Dubai. Abdullah has relied on 
technocrats such as Oil Minister 
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All Al-Naimi, and Abdul Rahman a] Tu- 
waijri，who heads the Capital Market 
Authority, to set sensible policies. He 
has improved relations with the US, 
since the alliance hit its nadir after the 
terrorist attacks on September II, 2001 ， 
and has made sure that Saudi crude 
flows to the LLS + unhindered by politi¬ 
cal considerations. 

The king used Saudi Arabia's roughly 
$400 billion in financial reserves to fund 
a stimulus package that kept real gross 
domestic product growth, expected to 
be 3 + 5 percent this year, from falling 
below 0.6 percent last year. w Without 
the high-powered spending, the king¬ 
dom would not have been able to break 
competitively into the 21st century,” 
saysjuhn Sfakianakis 5 chief economist 
of BanqueSaudi Fransi in Riyadh, 

A changing of the guard may already 
be happening by stealth. Sultan has in¬ 
stalled his son, Khaled> 61 f as chief of 
the regular military. He ran the recent 
war against Yemeni insurgents on the 
kingdom's southern border. Nayef’s son 
is in charge of die Interior Ministry day 
to day and has led the counterinsur¬ 
gency effort against al Qaida militants, 
Abdullah recently put his own son in 



command of his main power base, the 
tribal national guard. For global lead¬ 
ers and businesspeople who would like 
Abdullah’s progressive policies to con¬ 
tinue, the best hope is that the young ， 
er generation will persuade its uncles 
and fathers to keep relying on capable 
technocrats, and that a U-turn toward 
the past would not be smart politics* 

— Glen Carey and Stanley Reed 


The bottom fin& Se^udi King Abdullah ftas be 佘 n 在 
progressive ruhr. The question hanging o\/er the 
kingdom is tfhis successor witt be a reformer, too. 


Global Recovery 

GDP: Feels Like If s2008All Over Again 

The U_S, economy will surpass its 200S peak in gross domestic 
product during this quarter, two years ahead of its developed 
market peers, predicts David Hensley, director of global 
economics coordination atJPMorgan Chase, The economy 
grew at a 2.5 percent annual rate in the third quarter. The 
jobless rate, though, remains a painfiil 9-6 percent* 


■ Gross domestic product 

100 = Q2 200S 

Although the U+Sh is 
projected to reach its 
2008 in output, 

employment isn't 
expected to recover 
for a long time. 

U-S. 




100 


琴 


European Monetary Union 


Japan 


— ， UK_ 


95 


2006 


2007 


200S 


2009 


2010 


2011 


r 90 


Com mod tties 

India’s Ancient Spice 
Markets Heat Up 

► Prices of turmeric and pepper 
take off, and speculators move in 

► “A parson who has got a lot of 
money can sway the markets" 

In his office above a room stacked with 
jute sacks of turmeric, Deepak Shah is 
extolling the virtues of the spice. [t It’s 
very good for health, it’s used in cook¬ 
ing, in cosmetics, and it’s medicinal:’ 
says Shah, owner of P, Amratlal & 

Sons, a trader at Mumbai's wholesale 
Vashi market, 

It's also expensive. Rising demand 
and felling stockpiles, as well as market 
speculation in the curry itigredient, 
have pushed up the quoted price of tur^ 
meric 114 percent this year, to a recent 
15,806 rupees per 100 kilograms, or $348 
for 220 pounds on India's National Com¬ 
modity & Derivatives Exchange. Turmer¬ 
ic's advance is more than eight times the 
gain of India's benchmark stock index+ 
w Spices, especially cardamom, pepper, 
and turmeric, are contributing to overall 
inflation，” says Harish Galipelli, vice-pres¬ 
ident at Kochi-based JRG Wealth Manage¬ 
ment, a commodity broken 

India controls 42 percent of the 
$2,8 billion world spice trade and con¬ 
sumes 90 percent of what it grows. 
Growing affluence in India is driving 
up local demand, while Western¬ 
ers are consuming more spices 
as well. “My customers get 
angry at me, as if I have coi> 
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boodiri, general manager of AB Mauri 
India, a omt of Associated British 
Foods, “A person who has got a lot of 
money can sway the markets ,f -and 
a smart one can make a lot of money 
trading in spices. Average daily turn¬ 
over as measured by the value of spice 
futures on the commodity exchange 
in September doubled, to 6.6 billion 
rupees, from a year earlier, 

Much of India's physical spice trade 
takes place in wholesale markets like 
Vashi ? 22 miles (35 kilometers) northeast 
of Mumbai's business district. Shops dis¬ 
play cardamom pods, cinnamon bark, 
tamarind, and open sacks of ckep red 
chilies under the glare of naked elec¬ 
tric bulbs. Telephones ring endlessly as 
electric fans push the warm air. 

Demand for turmeric and spices 
of all kinds is expected to keep rising, 

“In 40 years we have basically tripled 
the use of spices in the U.S.，and those 
trends are taking place other coun¬ 
tries, particularly id Europe/" says A1 
Goetze* chief spice buyer with Me Cor_ 
mick & Ca in Maryland, the world's 
largest processor of spices. “Consumers 
today are more interested in more fla* 
vorful foodsr ^Madelene Pearson 

The daffom Sine Turmeric, st key ingredi&nt in curry r 
ha^ men ^harpiy in price because of incr^a^d 
demand and /ow inventories. 


increased by $1 trillion, to $7.74 trillion, 
an all-time high. 

What's going on? Traumatized by the 
recession, households are saving more. 
The savings rate has averaged 5.7 per¬ 
cent of disposable income this year，up 
from 3.1 percent in the prior decade ， 
according to the Commerce Dept. The 
newly thrifty have to put their savings 
somewhere. Says Nancy Bush, an inde¬ 
pendent bank analyst based in An nan- 
dale, NJ,: “Deposit levels in the banking 
system will be higher than in the past 
because consumers will be spending 
less and saving more, even when the 
economy picks up. 

Consumers are opting for safety 
over income when they stash their 
money in the banks. That means pick¬ 
ing savings or checking accounts at 
FDlC-insured banks. Savers also lean 
toward savings and checking accounts 
because they offer instant access to 
their funds，as opposed lo certificates 
of deposit, which offer a higher yield 
but penalize holders who want to with¬ 
draw funds early. 

The surge m savings has increased 
the importance of so-called core depos¬ 
its for commercial banks. Wells Fargo, 
the fourth-largest lender by deposits, 
and iifth-ranked U.S, Bancorp 
have said they're competing for 


we made it clear going forward that 
we would hold shareholders, bank 
managers, and, in some cases, their 
families personally responsible if they 
caused their banks to tail. Greece, Por¬ 
tugal, Spain, and Ireland^ as members 
of the euro zone, were never really pe¬ 
nalized for poor fundamentals. 

Has the ElTs turmoil made Turkey 
less interested in joining it? 

The EU accession process is, in my 
view, more relevant than the end¬ 
game. The European Commission has 
just released a report that essentially 
says Turkey has made progress on all 
fronts- We are converging with Europe 
with regard to per capita GDP, but the 
process also helps with political and 
social transformations* 

Can Turkey cut its jobless rate? 

Between 2007 and 2010, Turkey 
added 2.8 million jobs, Unemploy ， 
ment is still above 11 percent, but 
our recovery hasn't been jobless. 

Our banking sector's balance sheet is 
very strong. It can support growth，as 
can our public sector balance sheet. 
We are focusing investments on 
human capital, infrastructure, R&D, 
and educatic.m. 
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trol over the prices, says Namdevjag- 
annath, owner of Namdev Jagennath 
Sopariwala, a spice retailer started half 
a century ago by his father in Mumbai. 
“We have to pass on the costs. 
Turmeric's jump in value has 
prompted some market players to view 
it and other spices as commodity in¬ 
vestments like gold or copper “There’s 
a lot of speculation^ says Prakash Nam- 


Savings Rates 

Banks Rediscover 
The Humble Saver 


► Despite interest rates near zero, 
consumers flock to banks 

► 'The banks that have stable 
funding weII inherit the ©artff J 

The interest a consumer in the U,S, 
can earn on his or her savings account 
is insultingly small these days-just 
OkSO percent on average in October, vs + 
3,38 percent in October 2007, accord¬ 
ing to Market Rates Insight, a provider 
of financial rate data. Most checking ac¬ 
counts don't even pay interest. 

Such tiny or nonexistent returns 
should encourage consumers to yank 
their savings from the bank and seek 
higher yields elsewhere. These are 
not normal times ， though. Since Octo¬ 
ber 2007, says Market Rate Insight, de¬ 
posits at banks and credit unions have 


Speed Dia 
lehmet 
Simsek 


Turkey's Finance Minister talks 
with Bloomberg Businessweek 
Chairman Norman Pearlstine 
on how Turkey’s past crises 
compare with those of the EU 


What can Greece, Ireland^ 
and other troubled members 
of the European Union learn 
from Turkey? 

We didn’t put an end to years of crises 
until we convinced the markets we 
had a credible program to impose 
fiscal discipline on ourselves. We sig¬ 
nificantly reduced the ratio between 
debt and gross domestic product. 

We liquidated troubled banks, And 
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such funds, which include checking 
and savings accounts and time depus- 
its of less than $100,000. Banks have 
relied more on these deposits for fund¬ 
ing since the freeze in credit markets 
sparked the financial crisis, 

The industry must shift from raising 
funds in debt and securitization mar¬ 
kets to increasing core deposits. “Other 
sources of funding are drying up，” says 
R, Christopher Whalen, a former Fed¬ 
eral Reserve analyst and co-founder of 
Institutional Risk Analytics in Torrance, 
Calif. “The banks that have stable fund¬ 
ing will inherit the earth/ 1 

Banks consider core deposits more 
dependable in times of stress since cus¬ 
tomers with checking and savings ac¬ 
counts are more likely to keep their 
money in the bank than investors are 
likely to purchase new bank bonds. Bor¬ 
rowing by US. com¬ 
mercial banks fell 
17 percent since July 
of last year, while 
deposits increased 
9 percent in the 
same period, ac¬ 
cording to the Fed. 

Deposits funded 
81 percent of banks 1 
growth in loans and 
securities during the 
third quarter, the 
23. “One of the most 



Current U,S. 
household 
savings rate, up 
from 3,1 % in the 
last decade 

FDICsaid on Nov. 


overlooked aspects of the current cycle 
is the shift in flmdmg 广 says Todd Hager- 
man, a banking analyst in New York with 
Collins Stewart, a London-based broker¬ 
age- “We’re seeing ongoing deleverag¬ 
ing^ he says，which means “more reli- 
ance on core funding sources 广 
Core deposits are also valued be¬ 
cause banks can easily lend the money 
at higher rates than they are paying de¬ 
positors, or profit just by purchasing 
Treasuries* Customers who provide core 
deposits, particularly those with check¬ 
ing accounts, are thought to be the most 
loyal, says Richard C. Hartnack, a vice- 
chairman and head of consumer and 
small business at Minneapolis based U.S, 
Bancorp, “We’re acting as a safe stor¬ 
age place for peopled liquidity 广 he says, 
ri As long as we do a good job，most cli¬ 
ents are happy with the proposition.^ O 
—Dakin Campbell 

The bottom fine Americans 在 re s&ving much more 
than in the decide, and af toiler Tho^ 

savings are boosting deposits at U.S. banks. 
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Euro zone Finance 
Ministers meet in 
Brussels 

Manpower's survey 
on the hiring outlook 
in China for the first 
quarter of 2011 


Japan's Leading 
Economic Index 

Pearl Harbor Day 




Germany's trade 
balance for October 

Japan's third- 
quarter GDP 


U.K.'s Leading 
Economic Index 

Brazills third- 
quarter GDP 


India's industrial 
production for October 
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College football ： Army vs, 
Navy at Lincoln Financial 
Field in Philadelphia 



English soccer ； 
Tottenham Hotspur 
vs. Chelsea 




% 


by Ira Boudway 


U.S. Employ merit Trends Index ： The 

Conference Board anticipates sluggish 
job growth until at least mid-2011. 
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LJ.S. Consumer Credit: Borrowing 
unexpectedly increased by $21 billion 
in September. Surveyed economists 
expect a $500 million decline for 
October. 


► Polish President’s 

U.S. visit: Bronislaw 
Komorowski is scheduled 
to meet with President 
Obama at the White 
House. 

► Costco earnings report ： Analysts 
expect sales of $18,8 billion for the 
quarter, up $15 billion from last year 

► China's trade balancei China's surplus 
surged to $271 billion in October, 
adding to inflation concerns. 

=®==»3 

► US, monthly budget statement; 

The deficit narrowed to $140.4 billion 
in October. Surveyed economists 
project a gap of $130 billion for 
November 


► Madoff deadline ： Last day for investors 
defrauded by Bernard Madoff's 
$65 billion Ponzi scheme to file suit via 
bankruptcy trustee Irving Picard. 


► China's November data ： The world’s 
second-largest economy reports on 
consumer and producer 
prices, retail sales, and 
industrial production. 


For more events and interactive coFitent P visit Busines$w$ek r com r 
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We focus on digitizing P&G’s documents 
worldwide. So they don’t have to. 

Xerox provides print services that enable P&G to digitize more documents, print 8 million fewer pages, 
and lower printing-related energy usage by 30%. Which allows P&G to focus on improving people’s lives with 
the brands they love. 
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LET'S GROW OUR OWN FUEL 
LET'S GO. 

Helping to create new energy sources such as biofuels is something we’re proud of qt Shell. 

This renewable energy is one of the most effective ways of reducing COa from cars and trucks today. 
As one of fhe world s biggest distributors of biofuels we're playing a leading role in powering 
vehicles for now and for the future. Let's use cleaner energy. Let s go. www^shell^us/lefsga 
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Forget Hemlines. Ties May 
Be the New Indicator 


►Armed with renewed confidence, men are heading to stores in greater numbers this season 


‘1 feel more comfortable about the economy，” says a shopper 



The last time Ray Lopez bought a suit, 
Lehman Brothers was still standing. 

Now the managing partner at Greens¬ 
boro (N ， C) private equity firm Shamrock 
Capital Partners is ready to go wardrobe 
shopping again. Lopez, 43, plans 10 drop 
as much as $1,500 at Jos. A. Bank on 
two pinstriped suits, white dress shirts, 
and a handful of ties: t+ l feel more com¬ 
fortable about the economy. Plus Fin 
seeing these big discounts everywhere，” 

Lopez represents a highly prized class 
of customer this holiday season; men 
with money to burn. According to an Oc¬ 
tober survey conducted by BIGresearch, 
men plan to spend about 3 percent more 
than they did in 2009; women planned 
to spend about 1 percent less- The previ ， 
ous> year，both sexes cut back. 

Retailers say more men swarmed 
America’s malls and stores during 
Black Friday weekend this year than 
last. At the Macy’s Manhattan flag¬ 
ship, Chief Executive Officer Terry J, 
Lundgren saw lot more men than 
I’m used to seeing” on the day after 


Thanksgiving, Like Lopez, many were 
buying stuff for themselves, adds the 
Macy^s chief, 

Men spent an average of $100 more 
than women-about $417-doling Black 
Friday weekend, according to the Na¬ 
tional Retail Federation. They are less 
likely to comparison shop than women 
and so are less aware of price. No 
wonder store owners are keen to keep 
them shopping right through the New 
Year This year guys are buying what 
guys usually buy: 57-inch flat-screen 
TVS, iPads, and game consoles. They 
are also loading up an apparel，and 
retailers are eager to win their favor. 
Saks is selling $395 alligator belts, 
Nordstrom has $325 Chukka boots, and 
Coach is offering $598 man bags. 

Men intend to spend 
3 percent more this year 
than in2009, while women 
plan to spend 1 percent less 


Yes，women are still the Olympians 
of full-contact shopping; not for nothing 
do retail executives traditionally refer to 
their customers as “she，Yet even as the 
recovery bumps along, men seem more 
secure about their finances than women. 
A consumer survey conducted in August 
by WSL Strategic Retail shows that nearly 
half of men believe their finances would 
improve, while only a third of women 
do. Two years ago, men were about as 
pessimistic as women. 

Retailers have stepped up their out¬ 
reach to male shoppers in recent years- 
and not just to young, urban dandies. 
J.C. Penney has reorganized its mens- 
wear，grouping items by category in ad¬ 
dition to brand. The move is designed to 
appeal to older men* who prefer to shop 
for, say, pants or sweaters rather than 
entire outfits or particular labels. The de¬ 
partment store chain also added brands 
such as JOE Joseph Abboud and Clai¬ 
borne, whose updated classics appeal 
to 25- to 45-year-old shoppers. 

Coach, too, is chasing men. Earlier 
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deuce, says Robert Heath, a crisis man- 
agement consultant and professor at the 
University of South Australia. 

Investors are less assured ： Qantas* 
stock has fallen 10.8 percent since Nov, 3 
in Sydney trading, compared with a 
3.2 percent decline for the benchmark 
S&P/ASX 200 index. Even so* UBS ana¬ 
lyst Simon Mitchell on Nov. 23 affirmed 
a buy rating on the airline, a recom¬ 
mendation made by 12 of the 14 analysts 
tracked by Bloomberg. 

Joyce's management of the crisis 
began with a televised press conference 
on Nov, 4 after the A380 made an emer¬ 
gency landing in Singapore. The Rolls- 
Royce-powered aircraft touched down 
with the rear of an engine cover blown 
away from the explosion and damage 
to a wing and its fuselage. No one on 
board was hurt. Since then the carrier 
has used substitute planes, including 
Boeing 747s* to maintain services usu ， 
ally flown by the A380s, 

In early December, a second Qantas 
A380 will start flying, followed by two 
new ones within the month. Qantas is 
working with Rolls-Royce Group on 
modifying as many as 16 engines* 

The Qantas CEO's actions contrast 
with Toyota Motor President Akio 
Toyoda's handling of U.S. recalls that 
began last year. Toyoda didn't hold a 
press conference after the company 
annuun«:ed defects with 3,8 million 
vehicles in September 2009. He waited 
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this year the purveyor of luxury leather 
goods opened its first standalone men's 
store in New York and plans two more- 
in Boston and Paramus, NJ.~next spring. 
New arrivals at Coaches online men’s 
store include $198 messenger bags and 
$798 down puffer jackets with fur collars. 

Saks, which generates about 14 per¬ 
cent of its annual sales from men, is, in 
the words of President Ronald L, Fi asch ， 
“pmclently” boosting its inventory of 
men’s apparel The department store is 
putting a particular emphasis on exclu¬ 
sive merchandise, such as the Safe Fifth 
Avenue Men's Collection, which features 
$795 travel blazers and $135 dress shirts. 

When the stock market crashed iii 
2008, many of his male customers 4S took a 
breather 广 says Bob Mitchell, co-president 
of Mitchells Family of Stores, which op¬ 
erates five upscale clothing emporiums in 
Westport and Greenwich, Conn” on Long 
Island, N,Y” and on the West Coast. Now 
they're coming back. “The first weekend 
of holiday shopping was very positive in 
men's sportswear and ties，’’ Mitchell says- 

Don Guffey, whose eponymous 
men's store io Atlanta caters to bankers, 
real estate brokers, and entrepreneurs f 
ascribes the best sales in two years to 
the change of political leadership in 
Georgia and in Washington* His custom¬ 
ers “believe the direction of business 
is going to change, says Guffey, whose 
store stocks Oxxford Clothes and Ravaz- 
zolo suits starting at $2,500 apiece and 
$135 Robert Talbott neckties, 'They be¬ 
lieve the economy has bottomed out/" 

— Lauren Coleman-Lochner^ Cottert Tim- 
herlake, and Chrii ； Burritt 
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The bottom tine Retaiters say they 're seeing more 
men in their stores this year. And so fsr f those nwn 
are spending more than women. 


Quoted 


don 9 t think one treaty can work 
for the world * Y<hi can't judge 
Indians progress with the same 
metrics as U.S. progre 

—— Coca-Cola CEO 
Muhtar Kent speaking 
from Cancun, where 
global climate talks are 
under way 




Airlines 


Qantas f Strategy to 
Reboard Passengers 


► CEO Alan Joyce gets kudos for his 
deft handling of a crisis 

►"[Joyce] gets people to raise their 
game: says a former coHeague 

On Nov + 27 3 less than a month after one 
of Qantas Airways’ Airbus A380s had a 
midair engine explosion, the airline sent 
its first 450-seater back into service for 
a Sydney-to - London flight* Despite the 
Nov, 4 blowout and subsequent prob¬ 
lems with other of the fleet’s A380s, 
one passenger was particulai ly eager 
to board this flight : Alan Joyce, Qantas ’ 
44-year-old chief executive officer 
Joyce's flight followed a media 
blitz of five press briefings, at least six 
radio and television interviews, and a 
YouTube video address. In an e-mail 
response to questions, Joyce noted that 
During crisis situations you can never 
communicate enough,” 

Hours after the Nov, 4 incident Joyce 
grounded Qanms’ six A380s. (The cause 
of the engine explosion is still being in¬ 
vestigated by the Australian Transport 
Safety Bureau.) His swift action and 
heightened visibility have helped Syd¬ 
ney-based Qantas retain travelers 5 confi- 
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more than a week to give a briefing after 
a separate recall in January. Instead, 

U + S, sales chief James E + Lentz and Ex¬ 
ecutive Vice-President Shinichi Sasaki 
spoke for the company. The Toyota 
brand's share of U.S. auto sales fell to 
13 percent in the first 10 months of 2010 
from 15 percent in 2009+ *Toyoda really 
should have been out in front from the 
beginning 广 says Tadashi Usui, a Tokyo- 
based analyst at Moody*s Japan. 

Joyce, Qantas J CEO since 2008, gets 
high marks for man age meet from Conor 
McCarthy, a former colleague at Aer 
Lingus who is now CEO of aircraft main¬ 
tenance firm Dublin Aerospace. £i He 
gets people to raise their game，” says 
McCarthy- (< I think customers will have 
a lut of confidence he was making the 
right decisions^ 

Good decisions won’t matter if more 
engine troubles crop up. A Qantas 
Boeing 747 returned to Singapore be¬ 
cause of an engine fire on Nov, 5, and 
at least two other Qantas planes have 
turned back since because of trouble. 
While Ron Bishop，senior lecturer in avi¬ 
ation technology at Central Queensland 
University, is impressed by how Qantas 
has handled events, any more faults and 
^everybody around the world will be 
looking at Qantas and asking themselves 
questions" he says, —Robert Fenner 


The £»o^om line The CEO's switt damage 

controi in th^ wake of an Aifbu 这 380 midair engine 
bfowout has impressed crisis consultants, 


Commodities 

A Banking Scion Wants 
ToBefheKingofCoal 


► Nathaniel P. Rothschild is leading a 
$3 billion Indonesian takeover 


^Rothschild has the nerve to cal up 
anyone, and...he p s taken seriously” 


Even as representatives from 190 na¬ 
tions gather in Cancun, Mexico, to have 
another go at hammering out a global 
treaty to curb greenhouse gas emis¬ 
sions, Nathaniel Rothschild dreams of 
becoming the world's largest coal pro¬ 
ducer. A member of the storied financial 
clan that helped bankroll Britain’s war 
against Napoleonic France* the future 
fifth Baron Rothschild is leading a $3 bil¬ 
lion deal to create an Indonesian coal 
powerhouse that would be ideally posi¬ 
tioned to profit from China's voracious 
appetite for the fuel. 

To get there, Rothschild is leveraging 
his name, hedge fund experience, and 
a network that reads like a who's who of 
the commodities world. He's friends with 
Ivan Glasenbei^g, head of the commod¬ 
ity trader Glencore International; advises 
Russian aluminum billionaire Oleg De¬ 
ripaska; and is on the board of Bar rick 
Gold, the largest gold miner. “There’s no 
global coal company today，” says Roth¬ 
schild, 39. “There’s not a Banick Gold in 
coal. That’s where the opportunity isf 

Rothschild has been searching for 
a natural^resources acquisition since 
Vallar, the U.K. investment company 
he foundeds raised $1-1 billion 
in an initial public offering in 
London in July. Potential deals 
with Poly us Gold, Russia’s 
largest producer of the metal ， 
and Moscow-based iron-ore 
miner Melalloinvest didn't 
pan out. Then in Octo¬ 
ber, Rothschild trav¬ 
eled to Los Angeles to 
meet Nirwan Bakrie, 
a member of the 
family that controls 
Bunni Resources, 

Indonesia’s larg¬ 
est coal produo 
er* Things fell into 
place quickly. On 
Nov. 16, Rothschild 



announced a three*way merger that 
combines Vallar, 25 percent of Indo¬ 
nesian coal producer Bumi Resources, 
and 75 percent of Beray Coal Energy, 
another Indonesian miner. The South¬ 
east Asian nation has displaced Austra¬ 
lia as the world’s biggest exporter of 
what is known as power-station coal 
Prices for the fuel have shot up 40 per¬ 
cent this year, according to Morgan 
Stanley, because of strong demand 
from China and India. Together the two 
countries burned more than half the 
world's supply of coal last year Indo¬ 
nesia is a sleeping giants Rothschild 
says- “One scratches one's head to 
think why isn’t there a mining champi¬ 
on out there already, and hopefully we 
are in the process of showcasing one in 
the years ahead” 

Before setting up Vallar, Rothschild 
spent more than a decade at hedge 
fund firm Atticus Capital in New York. 
The firm generated almost $7 billion for 
investors before most of its fun ds were 
wound up last year. Rothschild says his 
work at Atticus immersed him in com¬ 
modities, which became his “strongest 
suit™ He also got to know some of the 
industry's most influential people, “He 
has an unparalleled range of contacts, 
says Peter Mmik，Bm ick’s found¬ 
er and chairman. “Certainly being a 
Rothschild does help, but opening a 
door, if you're an idiot, it's a single 
event. He has shown a talent,” 
Rothschild is the only son of Brit¬ 
ish financier Lord Jacob Rothschild, 
the fourth Baron Rothschild, a former 
banker and modern art collector. Na¬ 
thaniel attended Eton College，the Eng¬ 
lish private school that counts 19 
British prime ministers as farmer 
pupils, and is dating Princess 
Florence von Preussen, the great- 
great-granddaughter of the last 
German emperor, Kaiser Wilhelm 
II， according to the U.K. tabloid 
Daily Mail After studying his- 
tory at Oxford University, 
Rothschild decamped 
A to New York (he owns 
jf homes in Manhattan 
A and Paris), where 
f he held a series of 
jobs in finance. That 
world was already 
familiar to him，says 
Rothschild, 
who as a youth 
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frequently accompanied his father on 
business trips: “1 was exposed at a very, 
very early age to a lot of these big Wall 
Street tycoons.” 

While at Atticus, Rothschild estab¬ 
lished his relationship with Deripas¬ 
ka. They first met in Paris in 2002 at a 
meeting where “the average age was 
considerably older than our average 
ages,” lie recalls, K We ended up going 
out and having dinner: Rothschild 
now chairs the board of EN+ Group, the 
holding company through which Deri- 
paska controls assets including United 
Co, Rusal f the largest alumiruim maker. 
“Ivan Glasenberg or Oleg Deripaska, 
they've come from nothing; they are 
nut impressed by posh blokes/' says Mi¬ 
chael Rawlinson, a banker at Liberum 
Capital m London who met the British 
scion during a stint in New York in the 
1990s. Rothschild has 4( the nerve to call 
up anyone 3 and what's interesting is he f s 
taken seriously.” 

Rothschild’s connections and deep 
pockets make him an attractive partner 
for Indonesia's Bakrie daru which helms 
a palm-ail-to-property empire, “They 
just catVt rely on Indonesian banks for 
borrowing. They nrnst, must seek fund¬ 
ing from outside Indonesia:’ says Jakar¬ 
ta-based Adrian Riisiiiaiia f a director at 
broker Sucorinvest Central GanL “This 
alliance with Rothschild gives them 
access to European financiers, bankers, 
investors, and markets 

Rothschild or Not- 16 outlined plans 
to boost annual coal production to 
140 million metric tons by 2013, equal 
to all of South Africa's output last year. 
w They will control a large pari of global 
seaborne traded coal, says David 
Chang, a director at brokerage UOB 
Kay Hi an Securities Indonesia, “This 
will give them some intluence on coal 
supply and therefore coal prices.” 

The new company* Bum! PLC, will be 
the first major Indonesian business to list 
on the London Stock Exchange, where 
miners figure prominently among the 
top 20 companies on the benchmarkin- 
dex's market value. “To be able to do an 
IPO without having any assets, he has to 
be somebody^ Indra Bakrie, who will be 
Bumfs chairman, says of Rothschild. ' f I 
wish I could do that/' 

—Jesse Riseborough and Simon Casey 

77ie bottom tine N&thani&t Rothschiid ftas p^rf^yed 
ht^ family and work connections into a $3 biithn de^t 
aimed at creating the world's biggest coal exporter. 


Luxury Retailing 

Chinese Shoppers' Long 
March Through Europe 

►Spending by mainland tourists is 
boosting European luxury sales 

► 'The cherry on the cake is the 
Chinese tourists 11 

ice Fu plans to pack light when she trav¬ 
els to Paris this month. The 28-year- 
old restaurant owner from Shenzhen 
in southeastern China needs to leave 
room for the Chanel, Hermes，and Louis 
Vuitton handbags she’s intending to 
buy. wWe have Chanel shops m China, 
but they’re always out of stock,” says 
Fil “The Hermes bags I want to get still 
aren't available in China^ 

Even as makers of luxury goods are 
racing to open new stores in China, 
they’re finding their European flagships 
mobbed by tourists like Fu. Around 
2_5 million mainlaiiders visited West ， 
ern Europe this year, 50(X000 more 
than in 2009 - And that number is ex¬ 
pected to climb to 3 million by 2012 as 
incomes continue to grow, according to 
U*K. forecaster Oxford Economics* The 
Chinese now account for at least a quar¬ 
ter of European luxury goods sales, esti¬ 
mates Luca Solca, an analyst at Sanford 


C. Bernstein. Their buying power has 
been bolstered by the yuan’s 12 percent 
rise against the euro this year. “The clas¬ 
sic shoppers on Place Vendome in Paris 
used be stars, celebrities, members of 
royal families from the Middle East in big 
iimousinesr says Uche Okonkwo, execu¬ 
tive director of Paris-based consultancy 
Luxe. “Today ， it’s Chinese tourists that 
are brought in by 啤 buses in groups/* 

Mainland Chinese spent $23+4 billion 
in 2009 on luxury handbags and suit¬ 
cases, shoes, watches, jewelry, clothes ， 
cosmetics, and perfumes, according to 
a Nov. 9 report from Bain & Co, More 
than half of that was purchased over¬ 
seas. The trend is buoying the luxury 
goods industry, with sales in Europe on 
course to grow 6 percent this year, after 
falling 9 percent in 2009, according to 
Bain's forecasts. 

H The cherry on the cake is the Chi¬ 
nese tourists who bought not only in Asia 
but also in Europe,” said Hermes Chief 
Executive Officer Patrick Thomas at the 
opening of a new Paris store in Novem¬ 
ber Visitors from China helped lift Eu¬ 
ropean sales 19 percent at Hermes and 
13 percent at LVMH Meet Hemiessy 
Louis Vuitton this year through Sep¬ 
tember, excluding currency moves, say 
the companies. At Gucci, where nine- 
month European sales rose 9.9 percent 
on the same basis, spend- O O 

ingby Chi nese tourists dou- O 乙 


Lust for Labels 

Chinese consumers have greater buying power and more choice 


Luxury Stores Opened in China This Year: 


Luxury Purchases by Chinese Consumers* 



Includes brands such 
as Gucci, Versace, 
IiOuis Vuitlon, Pradau 
and Cartier (estimate) 


44% _ 

Within China 



56% 

OuLside China 


The Yuan's Strength 


* Based oil 2010 survey 
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As q small business ownar, you have enough on your mind without having to worry about what happens to your business if 
disaster strikes. Farmers agents have been trained to help you find coverage that fits your business and your bottom line. They 
barn these skills at the University of Farmers, an educational institution whose humbb mission is 货 o produce insurance agents 
of the very highest caliber Talk to a local Farmers agent and learn how you can protect your business in the event of a 
disaster, an accident, or a workers compensation claim. To set up a consultation with an agent near you, head to farmers.cam. 

FARMERS 

We Are Insurance, We Are Farmers ； 

auto I home | life | business 

■najrpnte undervuril^n by Furriers- Insuroiue Extlipng? end olher pffilioUJ ron^nnie?, VIpI Farm 的 .gaiti for a ronpl^e lifting flf wrnponm, Coverage n«l g^ildble in pll 5W«, ©2CI0 Formrs. Group, liu. 
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Charlie Rose talks to 
Mike Duke 



Wal-Mart s CEO discusses 
the company’s new focus on 
smaller stores, its failure in 
Germany, and a deal that gives 
it a foothold in Africa 


Wal-Mart knows numbers. So 
what do the numbers from the 
Thanksgiving period tell you about 
the state of retail in America in 2010? 

We do look at a lot of liuinbevs. But 
this would be like looking at a football 
game after the first three or four min¬ 
utes and trying to predict the outcome. 

I wouldn't dare try to give any indica- 
tion about Christmas. I would tell you ， 
though, that we feel that we are very 
well positioned- We feel that the con¬ 
sumer is smarter today, loves shopping 
smarter, is proud of the fact that they 
are shopping smarter. And that, we be¬ 
lieve, fits well with where we are posi¬ 
tioned for Christmas. 

In terms of the company’s revenues ， 
you’ ve predicted that they could go 
yp or down. 

What weVe said，going into this fourth 
quarter, is that for Wal-Marfs U.S, 
business, we had a range that was 
slightly positive to slightly negative. It’s 
a range Bill Simon, who is the president 
of Wainwt lLS +s provided as guidance 
at our October analyst meeting. And 
in the Sam’s business, Sam’s US. had 


simihjr guidance, a little more on the 
positive side. 

Is the international market where 
Wal-Mart’s growth is going to be? 

We actually have a lot of growth op¬ 
portunity here in the U,S, So I would 
say it's both in the U.S. and in the in- 
tertiational markets. Seventy-five per* 
cent of our business is still here in the 
U.S. And here in New York City and 
other urban markets, there is a big 
opportunity. We’ve started more initia¬ 
tives in U.S. urban markets, including 
small stores* 

In Chicago, In New York. 

That’s right. We said Chicago initial¬ 
ly. WeVe also announced our inten¬ 
tion in Washington, D,C. We have four 
sites that are under development at 
this point that we really want to open 
in D.C. We don't have anything to an¬ 
nounce about New York. But we see a 
lot of customers here- 

How are you being affected by the 
surge in e-commerce spending? 

Well, we’ve seen with our own site and 
our own purchases online that custom¬ 
ers really, really want the information 
that e-commerce, that Walmartxom, 
can bring them about the products 
they’re buying. This past weekend, our 
traffic has been up about 30 percent, so 
more customers are going online. They 
either buy online, or they research and 
buy in the store. 

Prior to being CEO, you ran Wal- 
Mart^ international division. Tell 
me about that side of the company. 

The big emerging markets, like Brazil 
and other Latin American countries, 
India, and China, have just tremen¬ 
dous opportunity. In almost all of them, 
there’s a rising middle class. 

And Africa is part of your plans. 

We've been looking at the sub-Saharan 
countries and particularly South Africa 
now for couple of years. I’ve walked 


the townships, and I f ve seen the oppor¬ 
tunity with millions of customers, … We 
have had a very good relationship with 
Massmart, a company based in South 
Africa, with operations now in 14 coun- 
tries，and thus our annoimcement that 
we are going to be investing and would 
like to acquire 51 percent of Massmart, 

When you ran international, you 
shut down operations in Germany* 
What was the lesson? 

There were probably several [includ¬ 
ing] how we do due diligence and how 
we respect the local customer. We are 
a global company, but we serve cus¬ 
tomers locally and we really need 
to respect and appreciate their local 

taste_That's why when you visit our 

stores in China you'll see that it says 
Wal-Mart and it feels like a Wal-Mart, 
but when you’re hi the seafood depart¬ 
ment, you notice fresh seafood. The fish 
are live because that’s the way the local 
customer wants to buy a fish. 

You recently met with President 
Obama. What did you tell him? 

I would say out of respect for meetings 
with the President, those meetings in a 
one-on-one setting would be private. 

What did you discuss，in general 
terms? 

Three issues that I would tell you that 
we often talk about: Tax, trade, and 
health care arc the big three challenges. 

What do you worry about? 

The thing that is probably the most chal= 
lengitig for a company like ours is con¬ 
tinuing to grow the talent for a com¬ 
pany that、growing around the world. 
That's why this is about the opportunity 
for not only job creation but career cre¬ 
ation. We will add thousands of custom¬ 
ers. We can add sales to our top line. But 
it will require leadership, © 


Watch Charlie Rose on 
Bloomberg TV weekrrights 
ar8p.ni. andlOp.tn. 
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The new logistics creates a better shopping experience* Say a customer wants to return a pair of shoes. We 
can make the entire process automated for you, and easy for her ‘ Your customers can generate their own return 
labels online, and you get increased visibility to better manage your inventory. Put a smile on everyone's face. 
Put the new logistics to work for you. 1henewtogistks.com 




WE Q LOGISTICS 


Ww 趙繼贈 逾 _^ 惠陶孤 __ 鄭關戰初 Ml 


































-/ y f ： r：n 


December 6 — December 12,2D10 

Bloomberg 


CoiTkpanies&Iiidustries 


bled to 22 percent of th e region's total, 
according tu parent PPR. 

Far mainland visitors，lower prices 
and bigger selection are the main draw 
of buying Chanel in Paris vs, Sliang- 
liai，a city where the French fashion 
house now boasts three boutiques. 

The Chanel Jumbo handbags or bao 
bao in Chinese, that Fu covets costs 
more than $4 J00 in China, while the 
Hermes Kelly she's eyeing has a ticket 
of about $8 f S00. In Paris, the same 
bags are priced at$3 f 900 and $6,500 ， 
respectively. Why the differential? 
China levies import duties of between 
10 percent and 20 percent on Europe¬ 
an handbags, plus a value-added tax of 
17 percent. 

Europe may be about to lose some 
luster in the eyes of Fu and her fellow 
travelers. Gucci plans to raise some 
prices by more than 5 percent to reduce 
the spread between Europe and other 
countries, according to PPR, while 
Louis Vuitton will lift prices in a ^signifi¬ 
cant way/ 1 says LVMH Chief Financial 
Officer Jean-Jacques Guiony- (t An exces¬ 
sive price gap between different mar¬ 
kets is confusing, says Michele Norsa, 
CEO of Salvatore Ferragamo. The 
ian shoemaker may “rebalance” prices 
worldwide next year, raising some and 
lowering others，reports Norsa, 

At the same time, European luxury 
goods makers are giving Chinese con¬ 
sumers more reasons to shop at home. 
Major luxury brands opened some 80 
new stores in China this year through 
August, estimates Bain. Its report notes 
that companies are also improving 
product availability and enhancing cus¬ 
tomer service to meet growing demand: 
Luxury sales in mainland China rose 
14 percent last year, outpadng an 8 per¬ 
cent rise by Chinese travelers 5 luxury 
spending overseas. 

Don’t expect the crowds of Chi¬ 
nese at Louis Vuitton’s flagship on the 
Champs Elysees to thin out anytime 
soon ， though. Being able to say you 
bought your bag in Paris adds prestige 
to the purchase，says Okonkwo: “It’s a 
complete experience, and this is what 
counts for them^ Fu seems to agree. 
“The mood and atmosphere shopping 
in Paris are nicer:’ she says. © 

— Andrew Roberts and 

The line ChinesB visitors are flooking to 

Furopesn luxury stores in search of better Section 
and prices. Retaiiers are moving to narrow the gap. 


Briefs 


by Caroline Winter 


Roche, Bristol-Myers Squibb 
Price cuts imposed by China 

China is slashing the price of drugs made 
by Roche, Bristol-Myers Squibb, and other 
pharma companies by about a third as the 
government seeks to rein in health-care 
costs and cool inflation. Research group IMS 
Health forecasts that China's pharmaceuti¬ 
cal market wili expand at least 25 percent 
next year, spurred by a new national health 
Insurance system designed to improve med¬ 
ical care. To sell broadly in China, foreign 
drugmakers roust list their products on a 
government pharmaceutical reimbursement 
register, which subjects them to price con¬ 
trols, Some companies, though, are lobby¬ 
ing the government to provide greater incen* 
f ives for research and innovation, 
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Google 

Under EU investigation 


Google is being probed by European Union 
antitrust regulators, who allege the compa¬ 
ny discnminates against competitors in its 
search results and prevents some website 
operators from striking deals to accept ads 
from the search gianfs rivals. Google has 
denied the charges but says it is prepared 
to work with the European Commission to 
address concerns. 


Google 


Fannie Mae, Freddie Mac 

Facing delays f threatening penalties 

Fannie Mae and Freddie Mac are meeting 
resistance in their attempts to push failed 
mortgag^$ off their book$ and onto the bal¬ 
ance sheets of private banks. The two gov¬ 
ernment-owned morlaage companies have 
been trying to enforce contracts requiring 
lenders to buy back loans that didn t meet un¬ 
derwriting standards. By the end of Septem¬ 
ber banks hadn’t responded to $13 billion in 
buyback requests, according to the compa¬ 
nies, Freddie Mac has begun assessing pen¬ 
alties for the delays. Lenders say their under¬ 
writing is being unfairly second-guessed and 
claim that repurchase requests waste gov¬ 
ernment resources, given I hat about 40 per¬ 
cent are typically rescinded. 


Morgan Stanley 
A sate in China 


Morgan Stanley is selling its 343 percent 
stake in China International Capital Corp. to 
KKR, TPG Capital, Singapore's Great East¬ 
ern Holdings, and the island nation s sover¬ 
eign-wealth fund, people familiar with the 
matter say. The deal woufd end Morgan's 
15-year relationship with the first Sino-for- 
eign investment bank. Morgan has planned 
to sell its stake, valued at about $1 billion, 
since at least February, partly because Bei¬ 
jing won’t allow the firm to take majority con¬ 
trol. A sale would let Morgan find a new local 
partner or build its own investment bank 
in China, The economic crisis has spurred 
many foreign investors to dispose of their 
stakes in Chinese banks for gains. 


Seagate Technology 
Another IPO deadend 


Seagate Technology, the world’s larg¬ 
est maker of disk drives, ended talks to be 
taken private when buyout firm TPG Capital 
couldn't find partners to raise equity financ¬ 
ing for the takeover, according to a person 
familiar with the matter A perception that 
many disk drives could soon be replaced by 
flash memory may have made a deal less 
attractive, though Seagate says its sales 
for the current quarter will be at least 
$2,7 billion, beating Bloomberg 
analysts' estimates. The com-^ 
pany has seen two failed 
buyouts this year, and 
its stock has tumbled 
24 percent 




M&rck President Kenneth C. Frazier will assume the additional role of CEO on 
Jan. 1 Austrian Airlines Thierry Antinor! named chairman, will start on Apr. 1 
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TUI Travel Former commercial director WEiiiam Wasgott promoted to CFO 
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HOW A STRATEGY TO HELP A 
REGIONAL STORE GO NATIONAL 


IS PUTTING THOUSANDS OF 
JOBS BACK ON THE MAP 


(>)PROGRESS IS EVERYONE'S BUSINESS 

When a chain of retail stores needed capital to expand, we helped them find it Soon, 
new stores were opening in other towns and other parts of the country. Providing value 
for families and job opportunities for thousands of inventory specialists, warehouse 
supervisors and managers in training. 




©Goldman Sachs, 2010, All lights reserved. 









To see our commitment to biodiversity, 

just follow our tracks. 

At APP. we lake our responsibility stewards Df Kecii Biosphere Reserve which is recognized by 
the envirornnem seriously. We support programs the UNESCO Man and the Biosphere Programme, 
that preserve 261.930 acres in the Senepis Tiger and the Kutai Oranguton Programme. Because we 
Sanctuary, 24J10 acres spanning the Taman Raja understand that for our business to thrive, the world 
Nature Preserve, 425.019 acres in the Giam Siak in which we operate must thrive as well. 
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Ron Paul’s 
Moment 




► The Fed critic could chair the House panel on monetary policy 

► GOP leaders have “been working to keep me away from this” 


Retiring New Hampshire Senator Judd 
Gregg, one of the Federal Reserve’s 
most stalwart Republican supporters, 
showed up fora meeting at the central 
bank in November bearing a surpris¬ 
ing gift: a box of End the Fed books. As 
he handed out the 2009 best seller by 
Representative Ron Paul，a longtime Fed 
critic，Gregg told the gathering it would 
be worth reading to see what the other 
side is plotting. 

It tnay have taken 34 years，but Ron 
Paul has arrived, and he doesn’t plan to 
squander the moment* His agenda in- 
ciudes landing the chairmanship of the 
House Financial Services Committee 
panel that oversees monetary policy-a 


job that will give him the power to push 
legislation reining in the central bank 
and to haul Fed governors up to Capitol 
Hill for hearings. 

The prospect has Wall Street, Fed 
officials，and even Republican House 
leaders worried that Paul’s agenda 
could roil the markets and make a 
mockery of the ILS. financial system. 
This is a man, after all whu entered 
politics because President Richard 
Nixon bucked the gold standard in 1971, 
and now wants to make gold and silver 
legal tender* He is pressing for an audit 
of the Fort Knox bullion depository 
and, earlier this year, grilled Fed 
Chairman Ben Bernanke about 
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Paul’s son Rand, the 
incoming Kentucky 
senator, could get a 
seat or the 
Banking Committee 
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the central bank’s alleged funding of 
Watergate and Saddam Hussein’s 
nuclear program. Bernanke called the 
charges ^absolutely bizarre/ 1 

Although his book ploy was couched 
in humor, Gregg laid plain a new Wash¬ 
ington reality ： Moderate，probusiness 
lawmakers like him，who consistent¬ 
ly protected the central bankas inde¬ 
pendence and ability to set monetary 
policy, are mostly gone. In their place 
are politicians who view the Fed with 
suspicion, or worse (page 68). Their 
unofficial leader is Paul, ihe 75-year-old 
Texan whose quixotic 2008 Presiden¬ 
tial run on the twin themes of ending 
the federal income tax and abolish¬ 
ing the Fed vaulted him to prominence 
with the nascent Tea Party. Some of 
those admirers are among the 75-plas 
new Republicans about to join Con¬ 
gress. For the first time since he was 
elected to the House in 1976, PmVs fol¬ 
lowers are formidable. 

They include his son Rand，an in¬ 
coming senator from Kentucky who rou¬ 
tinely bashed the Fed an the campaign 
trail and is now angling for a seat on the 
Senate Banking Committee where he ， 
too, could train his sights on the central 
bank. Calls to Rand Psml’s staff seeking 
comment were not returned, 

Officials at several major banks have 
privately raised concerns with Repub¬ 
lican leaders that, by allowing Paul to 
become a chairman，his radical views 
would gain legitimacy according to 
three bank lobbyists. Others are watch¬ 
ing with great interest. ^Congressman 


Paul has his own very strong views 
on things, and you’ve got to respect 
that, says Steve Verdier，a lobbyist for 
the Independent Community Bankers 
of America, which represents small¬ 
er lenders and has fought efforts to 
weaken the central bank- i( I think there 
is a strong consensus in the country 
to maintain the independence of the 
Fed，” he adds. 

!f he gets the subcommittee gave], 
Paul says he plans a thorough review of 
Fed policy. Fear uf inflation is what moti¬ 
vates him the most. Next to the doorway 
in his Washington office are six framed 
German bank notes dating from the 
1920s hyperinflation era* The notes are 
sequentially dated “to show how quickly 
the zeroes were added onto the bills'* 
as inflation skyrocketed, Paul says. The 
notes are arranged around a quote by 
one of Paul’s favorite Austrian School 


Quoted 


u Powerful financial interests, free to throw 
money about with little transparency, 
have corrupted the basic principtes 
underlying our representative democracy. 1 ' 

—— Christopher Dodd 
on Nov. 30, in his 
final floor speech as 
the U S. senator from 
Connecticut 





economistss the late Haas F + Sennholz, 
who Paul once met and calls H a tremen¬ 
dous influence on me.” Paul is a devo¬ 
tee of the Austrian School, which teach- 
es that lmnipulating money supply 
and interest rates are responsible for 
history's boom-and-bust cycles. “The 
Fed creates all of the bubbles and they 
create the inevitabJe bursting of all of 
the bubbles/’ says Paul. 

He believes his oversight role is long 
overdue, “There has been a political¬ 
ly coxy relationship between Congress 
and the Federal Reserve/' he says. That 
includes past efforts to keep him from 
heading the subcommittee- '"Republi¬ 
can leadership, with the Fed’s influence, 
has been working to keep me away from 
this fora long time. That's not going to 
happen this time.” 

His prediction may be premature. 
Five GOP leadership aides, speaking 
anonymous^ because a decision isiVt 
final , say incoming House Speaker John 
Boeliner has discussed ways to prevent 
Paul from becoming chairman or to 
keep him on a tight leash if he does. If 
Boehner, who will help determine who 
gets to chair subcommittees as early as 
Dec. 8, rejects Paul, he may have to con¬ 
tend with thousands of grassroots sup¬ 
porters and dozens of younger lawmak¬ 
ers who see Paul as a hero, Boehner, 
through a spokesman, declined to com¬ 
ment. lot of the older members prob* 

ably think Ron is a liide bit out of step，’’ 
says Representative Bill Posey, a Florida 
Republican and unabashed Paul fan. 
**Tbe depth of his knowledge on mone¬ 
tary policy, his understanding of it all，is 
second to none. 5 * 

Posey nominated Paul's famed au- 
dit-the-Fed bill for a “best legislation" 
award by House Republican freshmen 
this year. The bill, calling fora govern¬ 
ment audit of Fed operations, includ¬ 
ing its monetary policy decisions, won 
unanimously. Even though a watered- 
down version was included in the finan¬ 
cial regulation law enacted in July, Paul 
wants to give the audit measure another 
shot and is counting on a new ， high-pro- 
file perch to do so* “Traditionally，this 
subcommittee has been very insignifi¬ 
cant；' Paul says, “rm absolutely going 
to change that, — Phil Mattingly and 
Robert Schmidt 


The faotfom line After w&iiing deo^des r Fed critic 
Ron Paul in tine to chair the House's manetajry 
po/rcy subcommittee. 
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Compensation 

What’s a Central Banker Worth? 


Regardless of how you think he's handled the U.S. recession. Federal Reserve Chairman Ben 
Bernanke is underpaid compared with his peers, Bernanke, who oversees a fifth of the global 
economy, is paid less than half what his counterparts in Europe ， Japan, Canada，and Ireland get* 


Even the head of Malta's central bank is paid more. — Ilan Kolet 


Ceittral 


Country 


Saiary (?U$r 


Nation's of global OOP 


O Philipp M, Hildehrand 


Switzerland 


S60 5 4SS 


0,45% 


❷ Norman Chan 


Hong Kong 


774,179 


© Jean-Ckude J richet 


European Central Bank 


482,751 


0.43% 


O Patrick Honohan 


Ireland 


359,608 


0,25% 


© Mervyn A. King 
0 Masaakl Shi rakawa 


Britain 

Japan 


O Mark). Carney 


473,671 

472,195 


5.96% 


Canada 


.84% 


© Michael CL Bonello 


0 , 01 % 


© Ben Bernanke 

® Henrique de Campos Mei relies 



DATA ： BLOOMBERG, CENTRAL BANKS AMD WEBSITES, IMF. THE TSMES OF MALTA k SALARIES ARE FOR 2009 EXCEPT IRELAND AND SWITZERLAND, WHICH ARE2010 


Energy Policy 

Green Cars Still Need 
Training Wheels 


More than half of al hybrid sales 
are Toyota Priuses 


*'\t isn T t easy to make these vehicles 
mainstream 1 ， 


If more than a dozen years of uninspir¬ 
ing hybrid car sales are any predictor, 
a new generation of even more expen¬ 
sive plug-in electric models now 
coming on the market, such 
as General Motors' Chevy 
Volt and Nissan’s Leaf ， 
will be a tough sell with 


consumers- 


U*S. sales of hybrids 
are projected to de¬ 
cline for the third year 
in 2010, and will account 
for less than 3 percent of 



all auto sales- For American automak¬ 
ers, the news gets worse; More than 
half of all those sales were Toyota Pri¬ 
uses, and Uncle Sam bought almost a 
fourth of the GM and ford Motor hy¬ 
brids, according to government data 
obtained by Bloomberg News. “The 
lesson learned is that it isn’t easy to 
make these vehicles mainstream^ says 
Brett Smith, who specializes in alterna¬ 
tive vehicles at the Center for Automo¬ 
tive Research, an independent group 
in Ann Arbor, Micb + “They are still not 
near the paint where they are cost- 
competitive in the market. 

President Barack Obama has 
committed more than $11 bil- 
lioa in funds to support the 
technology and has set a 
goal ofl million electric 
cars on the road by 2015. 
With hybrids struggling 
for market share } that 
target looks daunting, 

A traditional hybrid 
such as the Prius, which 


starts at about $21,650, uses electric 
motors and batteries to supplement 
the gasoline engine and doesn’t need 
to be plugged in + By contrast } Chevy’s 
Volt，expected to fetch $41 J 000 J can 
drive fully electric for 35 miles at a cost 
of about $1.50 a day. GM says it aims to 
sell about 10,000 of the cars through 
2011 and 45,000 m 2012, Nissan^ Leaf ， 
with a sticker price of $32,780, will run 
about 73 miles on a single charge, and 
the company expects to sell as many as 
25^000 in the U.S, during the first year. 
Ford will join the fray late next year 
with its first all-electric passenger car, a 
Focus compact- 

LLS. sales of hybrids and electric 
cars are projected to be 2,2 percent 
of passenger vehicles that will be sold 
globally this year* J.D+ Power and As¬ 
sociates in Troy, Mich., said in an Oct, 
27 report. That may rise to 5,2 million 
units in 2020, the report says. Since 
hionda Motor introduced the first 
model in 1999, U,S, hybrid sales 
have totaled about 1.8 million, or 



繼膽 4 




to Ml 


Jr. 

rr. 


fes- IP ^ s^is iflM- —e I 









































-/ y f ： r：n 


December 6 — December 12,2D10 

Bloomberg Biisinessw^k 


PoIitics&Policy 




Chevy Vol t 





Chevrolet will begin 
deliveries of the gas- 
electric Volt compact 
in December in select 
cities including San 
Francisco, New York, 
and Washington. 

The Environmetital 
Protection Agency 
estimates the Volt’s 
electric-only range at 
35 miles，after which 
a gasoline engine 
provides power 
for 344 additional 
miles. The EPA says 


the plug-in, which 
General Motors will 
sell for about $41,000, 
will get the equivalent 
of 93 miles per gallon 
in electric-only 
mode and 60 mpg in 
combined gasoline- 
electric driving 
(with 33-7 kilowatt 
hours equaling the 
energy of n gallon of 
gasoline.) 


Nissan Leaf 

R_l_l 





Nissan Motor will 
begin selling die 
ai!-electric Leaf 
hatchbacrk in 
Arizona, Calitbrnia, 
Oregon, Tennessee, 
and Washington 
State in December. 
The $32 s 7SO Leaf ^ 
is expected to run 
about 73 miles on 
a single charge，the 
EPA says. It takes 
seven hours to fully 
charge* The window 
sticker estimates 


the Leaf will get the 
equivalent oI99 mpg 
in combined highway 
anti city driving. The 
US，offers much as 
$7,500 in tax credits 
lor the puichase 
of plug-m vehicles, 
and about a dozen 
states offer additional 






Ford Focus 





Ford Motor has said 
that in late 2011 it 
wil] introduce a 
battery-pn were d 
Focus compact, 
its first all electric 
passenger car, in 19 
US, cities, including 
Atlanta, Chicago, Los 
Angeles, New York, 
and Washington. 
Ford is tai*geting 
the range at up to 
100 miles ； it has not 
yet released pricing 
details. Ford also 


plans to introduce 
three other hybrid 
vehicles in 2012 
and later this year 
will sell the Transit 
Connect, a small, 
battery-powered 
commercial van. 


about 1 percent of the 175 million vehi¬ 
cles sold in that period. 

These cars aren’t bargains: Hybrids 
cost about $3,000 to $5,000 more than 
a comparable conventional gasoline- 
fueled car, Smith says. The premium is 
$10 } 000 to $20 t 000 for plug-ins such 
as the Volt and Leaf, he says. The Gen¬ 
eral Services Administration, which 
runs the government's fleet，bought at 
least 14,584 hybrid vehicles in the last 
two fiscal years, or about 10 percent of 
total purchases, according to the data 
obtained by Bloomberg. About 3J00 
of the government's hybrids were paid 
for out of the 2009 economic stimu¬ 
lus package, says Sara Merriam, a GSA 
spokeswoman* The federal government 
buys hybrids almost exclusively from 
US. companies, and Merriam says the 
government’s purchases will increase. 

At some point, carmakers will be forced 
to confront the question of viability, 
says Jeff 1 Schuster director of farecast¬ 
ing at j,D. Power. “For this technology 
to be accepted，” he says，“it needs to 
be done without a govern me tit crutch ■” 
— Angela Greiling Keane and Jeff Green 

The bottom fine As the next generatfon of f>fug-in 
cars corner ontine, a decline in hybrid sates doesn't 
bode wetl for their success, 


Financial Reform 

Regulators Hit By Fake 
Astroturfing 

Letters urging tougher derivatives 
rules are forgeries 

' ( No reason whatsoever to believe 
that the letters were not authentic” 

Political campaigns, public-relations 
firms，and lobbyists sometimes gin up 
letter-writing campaigns to create the ap¬ 
pearance of grassroots support for their 
points of view* The practice of astro 
turfing, as ifs known in Washington, 
backfired on one of its practitioners last 
month 】 when letters purportedly signed 
by small business owners and prominent 
citizens from Arkansas, asking deriva¬ 
tives regulators for tough rules against fi- 
nandal firms，were found to be forgeries. 

Left holding the bag was Dewey 
Square Group, a Boston public-rela¬ 
tions firm hired to influence the Com¬ 
modity Futures Trading Commission- 
The agency had sought comment on a 
proposal to limit the ownership of banks 
and other finaticia] firms in clearing¬ 


houses that wil] process over-the-coun¬ 
ter derivatives trades, a proposal that 
stems from the Dodd-Frank regulatory 
reform law. Dewey Square says the let¬ 
ters were the work of a subcontractor 
and didn’t know they were fake. Dewey 
Square would not identify the client for 
wham the campaign was conducted, 
Nasdaq OMX Group was among the 
companies that lobbied Congress on the 
clearinghouse issue. Nasdaq is the ma¬ 
jority owner of a swaps clearinghouse; 

It declined to discuss whether it hired 
Dewey Square. The CFTC removed the 
forgeries from its website and referred 
the case to the Justice Dept. 

The letters purportedly from an H.J. 
Heim executive, a Burger King fran¬ 
chisee, and at least five other Arkansas 
officials or businesses-were sent to the 
CFTC in November. Some letters contain 
identical passages criticizing banks for 
their “cartel-like control 1 ’ of the $583 tril¬ 
lion derivatives market. The letters were 
supposedly signed by an Arkansas cir¬ 
cuit coQrr judge, a county sheriff, and a 
mental health counselor. They all said 
their signatures had been forged* 

Dewey Square principal Ginny Ter- 
zano said her firm ran a multi state 
grassroots advocacy campaign 
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and hired Goggans, a Little Rock lob¬ 
bying tirni, to help. The forged letters 
were sent by a contractor working for 
Goggans，says Miles Goggans，the firm's 
founder. Me said he was not aware that 
the letters were forgeries- “I deeply 
regret what this has done to these Ar¬ 
kansas businesses and individuals^ and 
deeply regret that this inexcusable con¬ 
duct occurred in the course of work I 
performed for Dewey Square^ said Gog ， 
gans + In a statement, Terzano said that 
“Dewey Square had no reason whatsoev¬ 
er to believe that the letters were not au¬ 
thentic and had no knowledge that they 
were in fact unauthorized until ques¬ 
tions were raised in media accounts 广 
judge Marilyn Edwards of Wash¬ 
ington County, Ark” whose signature 
was forged, says she spoke to the FBI 
about the letters. “I’m not a very happy 
camper about this.” 一 Silla Brush and 
Cka Benson 

The bottom frm A 60-called astroturf lobbying 
effort shows much is at stake ss regulators write 
derivatives 


Fiscal Policy 

Deficits and Debt As Far 
As the Eye Can See 

Even Obama’s deficit commission 
takes 25 years to get to balance 

► “Boomers are showing up old and 
sick and ... costs are dramatic ,! 

The $3,85 trillion package of spend- 
Lng cuts and tax increases unveiled on 
Dec. 1 by the leaders of President Barack 
Obama’s deficit-reduction commis¬ 
sion is going nowhere legislatively any¬ 
time soon . First, 14 out of the 18 panel 
members must sign off on the proposal, 
and the prospects of winning that kind 
of supermajority by a Dec- 3 deadline 
seemed unlikely as Bioo mbergBusiness- 
week went to press. Even if that hurdle 
were somehow passed, the plan would 
then face a vote in Congress, which 
shows little appetite for tough choices* 


Despite such odds, the report’s co-au¬ 
thors, Erskine M, Bowles, former Presi¬ 
dent Bill Clinton^ chief of staff, and Alan 
K. Simpson, a former Republican sena¬ 
tor from Wyoming, declared a symbol¬ 
ic victory for focusing attention an the 
policy choices facing lawmakers if they 
are serious about making a dent in the 
$13,7 trillion national debt. Less talked 
about is that no matter how aggressive 
the deficit-reduction plan (assuming one 
surfaces in the next couple of years), the 
US. will face a multidecade effort to get 
its finances in shape. 

The Bowles-Simpson proposal 
wouldn’t wipe out tlie annual deficit for 
25 years. Representative Paul Ryan, a 
Wisconsin Republican who’s in line to 
chair the House Budget Committee in 
January and who served on the panel, 
has his own budget road map that 
takes a half-century to get to a balanced 
budget* A separate panel led by former 
Congressional Budget Office chief Alice 
M. Rivlin that offered its own scheme 
last month wouldn't even project a date. 
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Bowles and Simpson offer a strict 
federal diet that would impose spending 
caps and salary freezes on the federal 
government. They would ait or do away 
with tax breaks such as the mortgage in¬ 
terest deduction and put in place lower 
rates for some individuals and com¬ 
panies, They also recommend cutting 
Social Security benefits, especially far 
higher-income retirees, and raising the 
retirement age to 69 by 2075, Medicare 
would be cut by more than $400 billion 
over nine years. Discretionary spend¬ 
ing would be cut by $1.67 trillion while 
mandatory programs would be pared by 
$556 billion. 

And that may not be enough s say 
deficit hawks. The current demographic; 
and economic environment, they say, 

The nation^ debt is 
forecastto climb to almost 
90 percent of GDP by2020 
from 62 percent now 


make it much harder to find a plausible 
path to a balanced budget than a decade 
ago, when stricter fiscal policies, a roar¬ 
ing economy, and lower defense spend¬ 
ing after the end of the Cold War pro¬ 
duced surpluses. 

The biggest change is that the first 
baby boomers became eligible tor Social 
Security in 2008 and will begin par¬ 
ticipating in Medicare next year. That 
makes it difficult to scale back the pro¬ 
grams because lawmakers want to pro¬ 
tect current beneficiaries while giving 
those approaching retirement time 
to prepare for changes. “This budget 
is screwed up so badly you can't bal¬ 
ance it in the immediate future，’’ Ryan 
says, Dick Durbin oflllinois, the Sen¬ 
ate's No. 2 Democrat, says the problem 
is “pure demographics. Boomers are 
showing up old and sick and, as a conse- 
queuccj casts are dramatic+” 

The Obama commission would 
shrink the deficit to 2-3 percent of the 
economy by 2015 and more in subse¬ 
quent years. That would be a major ini- 


^ Dec — 
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prove me nt over what budget forecast¬ 
ers say would otherwise happen, The 
$].3 trillion deficit for the fiscal year that 
ended Sept. 30 was 9 percent of the 
economy, according to the CBO. Debt, 
meanwhile，is currently forecast to 
climb to almost 90 percent of gross do¬ 
mestic product by 2020 from 62 percent 
now，according to the budget office. 

If nothing else, the multiple propos¬ 
als have made budget-cuttiiig a topic 
of national conversation, even if bud¬ 
gets aren’t projected to be balanced for 
generations—if then. When Republi¬ 
cans take charge of the House in Janu¬ 
ary, political agreement with Obama 
and the Democratic-contro lied Senate 
over fiscal probity is an unlikely pros¬ 
pect ， predicts Stan Collender, a former 
congressional budget aide. "The mantra 
for next year is gridlock，stalemate and 
shutdown/" Co】lender says. ❾一 Heidi 
Przybyla and Brian Paler 

The bottom Um Neither Obama's deficit commission 
nor the most hawkish budget-cutters would balance 
the federaf budget for decides to come. 
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Will Video Kill 
The Internet, Too? 


► Video-delivery and mobile devices are changing the economics of the Internet 

► “I t’s o_y a matter of time before the train wreck happens” 


By any measure, Netflix is having a really 
good year. Its subscriber base jumped by 
52 percent in the third quarter, and its 
stock price has doubled since July i. Ana¬ 
lysts and customers are bullish about the 
Los Gatos (Calif,) company as it moves 
from a DVD-delivery service to an on- 
demand entertainment provider and de 
facto rival to cable TV. Netffix’s 16 mil¬ 
lion subscribers are so eager to stream 
Sandra Bullock muvies-Crash and The 
Blind Side are currently the No.l and 
No. 5 most-streamed movfes-that the 
company now accounts for 20 percent 
of all internet traffic during the typical 
American evening, according to Sand- 
vine，which makes network manitoring 
equipment. At the Web 2.0 conference 


in mid-November, an onstage interview¬ 
er asked Netflix Chief Executive Officer 
Reed Hastings whether tlie Internets in- 
frastructure can withstand the strain as 
his streaming business grows, “If there’s 
anything you’d want to bet on 广 said 
Hastings, “it’s that technology will make 
bandwidth faster and cheaper.” 

That bet may not be as safe as it 
seems. It’s irue that history is reassur¬ 
ing, and the steady progression from 
the dial-up modem to fiber-optic cable 
has led to bandwidth that easily meets 
demand. Yet there has been nothing 
like the double whammy of video and 
mobile that’s under way, say industry 
executives and analysts, A high-definh 
tion movie Is magnitudes larger than 


an e-mail or a Web page, the kinds of 
content the Net was built to transmit. 
And there are now more than 50 million 
smartphone owners in the US+，many of 
whom want to catch up on Glee while in 
line at the supermarket. 

The most widely cited estimate of 
Internet traffic, from networking giant 
Cisco Systems ， suggests it will triple by 
2014, to 64 exabytes a month. (Monthly 
traffic in 200fi was 5 exabytes, enough 
to store every word ever spoken.) By 
then, more than 90 percent of the traffic 
will be video* “This is the most dramatic 
change in the network that has ever oc¬ 
curred/' says Michael Hatfield, a serial 
entrepreneur whose latest ven¬ 
ture, Cyan Optics, makes gear to 
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manage the data flood. Michael Howard, 
co-fuunder af market researcher Info- 
netics, says Cisco's numbers may be 
conservative. only a matter of time 
before the train wreck happens " he 
warns. His worst-case scenario: Carriers 
halt upgrades, leaving consumers with 
slow connections and hindering Inter¬ 
net innovation. 

The issue is as much about economics 
as technology- For rhe same $40 monthly 
broadband fee* consumers can send 1-ki¬ 
lobyte e-mails-or watch the 30 gigabyte 
director’s cut of a Hollywood thriller an 
their large-screen PC, Unlike with power 
or water bills, there’s no meter to keep 
gorgers in check- A study from Juniper 
Networks highlights this 4E revenue-per- 
bit” problem. The report predicts that 
carriers such as AT&T and Comcast will 
see Internet revenues grow by 5 percent 
a year through 2020, Meanwhile, traf¬ 
fic will surge by 27 percent annually^ and 
carriers will need to increase their in¬ 
vestments by 20 percent a year to keep 
up with demand. By this math, the car¬ 
riers' business models break down in 
2014, when the total investment needed 
exceeds revenue growth, juniper CEO 
Kevin Johnson presented these findings 



at a company event 
attended by 227 car 
rier executives. Few of 
them flinched- “At least 
half of them said it wouldn't 
happen in 2014- because 
it was already happening:’ 
he says + 

juniper stands to gain by 
selling the networking equip¬ 
ment that eases the carriers’ 
pain, so take the company's analysis 
with a grain of salt. While few experts 
expect carriers to stop investing in new 
capacity, there's widespread agreement 
that a financial crunch is coming- San¬ 
ford C. Bernstein analyst Craig Moffett 
has studied the issue fiom the perspec ， 
tive of the wireless carriers, As traffic 
soars, be expects the revenue per mega¬ 
bit to fall from 43( today to just 2<t in 
2014. That means a far lower return on 
investment t a key measure for telecom 
companies. “The carriers are feiced with 
an incredible deflationary spiralsays 
Moffett. Stuart Elby P vice-president for 
network architecture at Verizon Com* 
nriunications, says that simply building 
bigger pipes '"feels like a losing battle. I 
can find ways to build the capacity, but 
it's hard to justify it if I’m not reaping any 
benefits in terms of revenue 

The late-November tussle between 
Comcast and Level 3 Communica¬ 
tions shows how the issue can quickly 
become electric. Level 3, which oper¬ 
ates backbone networks that quickly 
ship bits between cities, recently struck 
a deal with Netflix to help speed deliv¬ 
ery of its streaming videos. The result 
was a sudden surge in Level 3's traffic, 
which eventually goes through Corn- 
cast's cables to reach the company’s 
subscribers. On Nov. 29, Level 3 accused 
Comcast of charging exorbitant rates 
to carry the additional traffic. Comcast 
shot back that it had no obligation to 
bear the load far free. The exchange is a 
sign of the times: Even if the technology 
is up to the task of shipping huge data 
packets, no one is sure how to pay for it. 

Ultimately, most experts expect that 
the heaviest data consumers will have to 
start paying more, most likely in the form 
of tiered pricing plans. These are already 
common in Europe and Asia, but Ameri¬ 
cans are used to no limits The wireless 
networks have already moved in this di¬ 
rection: In June, AT&T discontinued its 
al 卜 yoii ， can-eat $30 a month data plan, 



forcing mobile consumers to choose be¬ 
tween two plans that cap usage at 0 + 2or 
2 gigabytes per month, A Sanford Bern¬ 
stein survey found that a third of AT&Ts 
customers felt “more negative' 1 about the 
company as a result of the switch-even 
though the average subscriber stays well 
below the 2-gigabyte cap. 

On Dec + 1, Federal Communications 
Commission Chairman Julius Genach- 
owski gave his approval to caps for fixed- 
line networks that cany data to home or 
businesses and said carriers should have 
""meaningful flexibility … to address the 
effects of congestion.^ That might sound 
like common sense, but it’s a blow to ad¬ 
vocates of “net neutrality^ who believe 
the carriers shouldn’t be able to discrimi¬ 
nate against particular kinds of content, 
such as HD movies. 

Such business-model changes are 
new enough that the big data senders 
like Netflix haven't yet adapted to them* 
But on an otherwise triumphant earn¬ 
ings call on October 20, CEO Hastings did 
concede that AT&T's data cap might limit 
demand for watching movies oq mobiles 
devices. To Bernstein's Moffett, it was a 
striking admission, “That was the first 
time I’ve heard one of those tech CEOs 
admit what should be obvious ： that you 
cant simply bet on continued bandwidth 
availabnity,” ^Peter Burrows 

The bottom tme Video up 90 perOBOt of 

ail internet traffic by 2014—a fact that^ changing the 
economics of delivering data. 
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C@re!ink v s servers 
play roles m the 
KungFu Panrfa and 
Shrek series 



4m 


Digital Effects 

Luring Hollywood 
To the Cloud 


► Cerelink’s New Mexico processors 
help DreamWorks make movies 

► “Films are requiring more and more 
techno Jo gy to enable the visuals^ 

Making a special-efFects-laden block¬ 
buster like Harry Potter and the Death¬ 
ly Hallows or an animated hit such as 
Disney's Tangled- the No A and No. 2 
movies in the II.S, last weekend-in- 
volves complex computing. Sophisti¬ 
cated algorithms govern the way sun¬ 
light plays on moving water or how 
hair moves; transferring that math 
into an image takes an average of six 
hours of computing time per frame. 
And the processing requirements are 
growing: The original Shrek ，released 
by DreamWorks Animation SKG in 
2001, required 10 million to IS mil ， 
lion computing hours to complete* 
This year's Shrek Forever After needed 
55 million hours, 

Cerelink has a pitch for digital stu¬ 
dios and special-effects companies: 
Rather than build, power，and main¬ 
tain expensive server farms to do all 
that computing, outsource it. Compa¬ 
nies in other data- or computing-in¬ 


tensive fields already rely on ofF-site 
servers and connect to that raw horse¬ 
power via the Internet-a setup known 
as cloud computing. “The visual ef¬ 
fects industry is, at ks core, a technol- 
og> r -centered industry/ 1 says Janies 
Ellington, Cerdink’s chief executive 
officer* The company allows studios to 
^expand the production line quickly 
and flexibly without having to take the 
time to build more infrastructure/' 
Ellington adds. 

In July, DreamWorks Animation 
became the first studio to sign up with 
Cerelink. The studio is using its proces¬ 
sors in New Mexico to handle some of 
the computing on the Shrek spin-off 
Puss in Boots and a sequel to KungFu 
Panda, The deal followed a yearlong 
trial during which DreamWorks put 
Cerelink^ servers to work on hits in¬ 
cluding Shrek Forever After. “Films are 
requiring more and more technology 


to enable the visuals/ 5 says Ed Leon¬ 
ard, chief technology officer at Drean> 
Works, "The advantage of the cloud is 
that I don’t have to build out big data 
centers on my campus: 

While Cerelink, whidi is based in 
Cor rales, is far from the power- 
lunch hot spots of Southern Califor¬ 
nia, its location has advantages. One 
is cheap energy. Leonard says Dream¬ 
Works spends more than $100,000 a 
month powering each of its data cen¬ 
ters in San FrandscOj Marin County, 
and Singapore, Cerelink says it pays 9<i 
per kilowatt 七 our, compared with 14(f 
in Los Angeles. For clients that need 
ultrafast computing, Cerelink also can 
access New Mexico's Encanto super¬ 
computer, which can perform 172 tril¬ 
lion calculations a second. Because of 
the nearby University of New Mexico 
and research centers such as Las 
Alamos National Laboratory and the 
Santa Fe Institute, Cerelink can tap a 
highly educated labor pool to keep its 
servers humming. 

Cerelink started as a consultancy 
in 2005, One of its four founders, all 
farmer Intel executives* had worked in 
public relations and had extensive gov¬ 
ernment contacts, which helped Cere¬ 
link win contracts advising economic 
development projects in places includ¬ 
ing Vietnam and Uganda, They soon 
realized their revenues were too de¬ 
pendent on their clients’ ability to get 
project funding, and by 2008 “we were 
looking at different business models: 
says Rod Sanchez, Cerelink's co-found¬ 
er and president, New Mexico had in¬ 
stituted a 25 percent tax credit for film 
and television work In 2002 as a way 
to entice moviemakers. After Cerelink 
confirmed that the credit would apply 
to special-effects and animation work ， 
the company transformed into a cloud- 
services provider for the industry. 

DreamWorks will outsource about 
half of its computing power next year, 
says Leonard. (A Hewlett-Packard data 
center in Las Vegas will get some of 
the business.) Not everyone in Holly¬ 
wood is as comfortable with the cloud. 
Richard Kerris, chief technology officer 
at Lucas film, which includes digital- 
effects powerhouse Industrial Light & 
Magic，says his clients-mainly big stu¬ 
dios such as Warner Bros, and Disney- 
worry about security, “Whenever 
a client's content is not in our data 
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center, there can be concerns, he says- 
Speed is also an issue, “We move many 
terabytes t>f data around，” he says, 
“Sending [hat to a remote service will 
demand very high bandwidth transfer 
rates [that are] just not readily avail ， 
able and/or cost-effective/" 

Ctrelink says its service is secure ； 

It uses dedicated broadband lines to 
connect with DreamWorks anima¬ 
tors, and it isolates the servers running 
DreamWorks tasks from others in its 
data center. And the connection is fast 
enough that an animator in Los Ange¬ 
les can tweak the shading of a panda’s 
fiu\ send the command to New Mexico 
for processing, and have the results 
register on his screen in less than 20 
milliseconds-so speedy that there's 
no perceptible lag. Leonard says other 
Hollywood players will inevitably 
follow DreamWorks' lead. “The guys in 
the very high end of the business, the 
Disneys, the Pixars, Weta Digital, all 
of these guys are keenly interested in 
using the doud^ — Michael White 

The bottom fine Cerelink hopes studios and special- 
effects companies wilt outsource some of their 
computing needs to its New Mexico server farm. 


Tablets 

Media Dinosaurs Evolve 
In the iPad Age 



► Flipboard strikes partnerships with 
wary publishers for its iPad app 

► ^Everyone looks at it and says, 
damn, why didn T t I do that?" 

In July a tiny Palo Alto (Calif,) startup 
called Flipboard stirred up the tech 
world with an application for Apple's 
iPad that promised to change the way 
internet users discover arid read online 
news. The app t which is free to down- 



Miami's Condo 
King survives 
the slum 

page 53 


load, asks users to enter their Facebook 
or Twitter account information and 
favorite publications. Then it pulls in 
all the relevant links to news articles, 
blog items, and photographs streaming 
through those social-networking feeds 
and displays the content in a visual¬ 
ly appealing, easy-to-navigate format 
evocative of a traditional magazine. 

iPad owners and the Internet cogno* 
scenti immediately turned the innova¬ 
tive little program into one of the top- 
rated free news apps for the iPad. The 
startup’s servers were overloaded for 
much of its first week. 

Despite its fresh approach, Flipboard, 
like other so-called news aggregators 
that allow Internet users to collect ar¬ 
ticles from different sources across the 
Web and present them in one location, 
seemed to have the same old attitude 
toward media company content. It had 
do agreements with media companies 
but helped itself to headlines and the 
first few sentences of a story, then linked 
to that publication^ Web page. Now the 
startup is changing its approach. As of 
press time, Flipboard planned to an¬ 
nounce on Dec 2 partnerships with eight 
media outlets, including The Washington 
Post, ABC News, Conde Nast’s Bon Ap¬ 
petite and All Things Digital, a technology 
blog owned by The Wall StreetJoumaL 

Under these deals, Flipboard will 
be able to present entire articles from 
those news sources inside its applica¬ 
tion, without sending readers off to the 
Web. The company will also begin ex¬ 
perimenting with full-screen, maga¬ 
zine-style advertising, which Flipboard 
hopes will generate big revenues for 
the media coni panics-and itself, “We 
are focused on working with publish¬ 
ers to help them present their content 
in a way that is much more beautiful 
arid easy to read, and ultimately more 
monetizable f, than their own Web sites, 
says Mike McCue, Flipboard's chief ex¬ 
ecutive officer. McCue was an early ex¬ 
ecutive at Netscape and the founder of 
Tellnie, a voice-recognition company 
acquired by Microsoft in 2007. 

Flipboard, backed by $10,5 mil¬ 
lion from investors including venture 
capital firm Kteiner Perkins Canfield 
& Byers, has developed some techno¬ 
logical magic to make these arrange¬ 
ments work. Its application takes ai 、 
tides of! the media companies’ 
websites and reformats them in a 
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visually dynamic Web language called 
HTML 5, automatically wrapping text 
around photos，blowing up quotations 
in big type, and allowing readers to 
move from one page to the next with 
the swipe of a finger- Flipboard also 
strips out all those easily ignored Web 
adSj which yield little revenue. Instead, 
it has contracted with OMD, a unit of 
media giant Omnicom Group, to insert 
into each article one or two full-screen 
ads that aim to evoke the same emo¬ 
tional response as a full-page pitch in a 
glossy magazine. Although Flipboard's 
obvious opportunity is to take a slice 
of these revenues, McCue says it's too 
early to talk about whether Flipboard 
or the content companies will ulti¬ 
mately sell these ads-or how revenues 
will be divided. For now it 5 s all an ex¬ 
periment to see whether the format is 
successful at getting users to read and 
share long articles, and to pay more at¬ 
tention to ads. 

Media executives have been wary 
of news aggregators. These tools, like 
Goo^e Reader, Netvibes.com, and the 
popular Pulse News Reader for the 
iPad and iPhone, can send a wave of 
new visitors to a publication’s web¬ 
site. However, over time they can 
siphon away loyal readers* Executives 
at companies working with Flipboard 
express varying degrees of enthusiasm 
about McCue and his startup. “Flip- 
board is one of those ideas that every¬ 
one looks at and says* damn, why didn’t 
I do that?*’ says John Boris, an execu¬ 
tive vice-president at Lonely Planal, 
the travel publishing company and one 
of the eight partners. ^If makes content 
that is cliallenging easily digestibler 

Other media companies are focus- 
iug efforts on their own iPad apps, Flip- 
board says it is talking to Time Inc.'s 
Sports Illustrated, but the magazine 
is not yet one of its content partners, 
And The Washington Post is providing 
only stories from its Sunday magazine, 
which isn't available in the newspa¬ 
per's own iPad app. Partnering with 
Flipboard is, in a sense, a way to hedge 
bets, i( It's an experiment 广 says Raju 
Nari&etti 3 managing editor of The Post, 
“It isn’t like we have a dear ， estab¬ 
lished road map. Nobody does. w 
—Brad Stowe 


Entrepreneurs 

After Nokia, Can Angry 
Birds Propel Finiatid? 



►As the handset giant flags, its home 
country looks to startups for growth 

► “Student stuff is whst's going to 
create the... companies we need” 


The bottom Hne Fiipbo^rd r which makes a news 
aggregator app for the iPsd, is striking pariner^hip^ 
with media comfyanies. 


A game featuring egg-stealing pigs 
under attack by irate birds may not 
seem like enough to stake a country’s 
economic future on, but it plays a big 
rok in Finland's plans. As the nation- 
、 al tech star, Nokia, starts to fade ， 
the government is hoping its 
future prosperity will be bright¬ 
ened by companies such as Rovio 
Mobile, the maker of a hit cell phone 
game called Angry Birds, The game has 
been downloaded more than 36 mOlion 
Limes for as much as $1 a pop. 

Rovio and other startups such as 
Web micro payment company APE 
Payment could go a long way toward 
filling the gap left by Nokia, which at 
its peak accounted for 4 percent of the 
country's gross domestic product. “We 
won’t get another Nokia 广 says Risto 
Siilasmaa, a Nokia board member who 
founded successful antivirus software 
house F-Secure as a student in 1988. 
£( But we should definitely get 10 or 100 
F-Secures and a lot of Angry Birds and 
APE Payments/" 

As Nokia has struggled to compete 
with Appte's iPhone and devices using 
Google’s Android software, analysts 
estimate the company's profit will 
shrink to €1+6 billion ($2,1 billion) this 
year from €7.2 billion in 2007. Nolda’s 
share of Finland's economy slipped to 
1,6 percent of GDP last year, according 
to Helsinki-based economic research 
institute ETLA, 

To help compensate, the govern¬ 
ment is boosting support for young in¬ 


novators. The national research fund¬ 
ing agency, Tekes, doubled financing 
for promising ventures, to €30 million 
a year through 2014. Other programs 
supply an additional €30 million to sup¬ 
port startups. 

This year the government spon¬ 
sored a “Summer of Startups^ at Aalto 
University, the nation's flagship tech¬ 
nology cam pus just down the road 
from Nokia J s headquarters. Ten 
teams of young entrepreneurs at- 
各 tended the two-month 
event, participating in 
Kh workshops and other 
activities designed to 
help them build stron¬ 
ger companies* “This grassroots stu ， 
dent stuft L is what's going tu create the 
10 to 20 companies we need,” says Will 
Cardwell, who directs the university's 
Center for Enrrepretienrship - 

Attending the camp were Timo Hert- 
tim, 23, and Tuomo Riekki, 22, co-found¬ 
ers of a sales-force software company 
called Deal Machine. The two, who met 
wliQe serving in Finland's army, had each 
set up Web design businesses as teenag¬ 
ers, Launched this year，Deal Machine 
now has nearly 600 customers, The duo 
received a €30,000 grant from Tekes to 
develop their company. 

Finland hasn’t always given startups 
a warm embrace. High taxes, a lack of 
incentives for investors, and the coun¬ 
try^ distance from major markets have 
prompted entrepreneurs to leave or 
sell out to bigger firms. The foanders of 
Jaiku, a micro-blog site like Twitter, sold 
their company to Google in 2007, and 
the following year database company 
MySQL was bought by Sun Micro* 
systems. Linus Torvalds，the Filin 


Quoted 


u Whafs going on in the Internet is 
frernevidcHi&ly exciting, too. We can walk 
and chew gum at the same time," 

—— Kleiner Perkins Caufield & Byers partner 
John Doer「 a in rosportse 
to comments that his 
firm is turning away from 
cleantech investing 
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Richard Hugan 



The Johns Hopkins 
neuroscientist says his research 
could lead to a drug that 
helps people forget painful 
experiences 


Dr* Richard Huganir, the 57-year-old di¬ 
rector of Johns Hopkins University's Neu¬ 
roscience Dept” has spent more than 30 
years researching how memories form. 
His recent discoveries may pave the way 
for a drug that selectively erases them, 
HuganIr and his postdoctoral fellow, 
Roger Clem, have been investigating 
calcium-permeable AMPARs, protein 
molecules that appear in the brain for 
about 48 hours after a person experi- 
ences a traumatic event. Scientists pre¬ 
viously considered them unimport¬ 
ant to memory formation, but Huganir 
and Clem thought otherwise. Over the 
past two years they administered elec¬ 
tric shocks to a group of about 100 mice 
while simultaneously playing a tone. 
They also administered a drug to some 
of the mice that kept their brains flooded 
with AMPARs. Those mice retained fear¬ 
ful memories of the sound long after 
the initial jolt^ while the drug-free group 
gradually became inured toil, essen¬ 
tially forgetting its link to the painful ex¬ 


perience, The experiment proved that 
the proteins are essential to building the 
brain circuitry that forms a memory, and 
to recalling the memory later. “It’s a huge 
step forward^ says Joseph E+ LeDoux, a 
professor at New York University and an 
authority on memory and emotions, 
Huganir and Clem are now exper¬ 
imenting with a drug dial removes 
AMPARs and could prevent memories 
from forming in the first place. They 
hope to publish the results next year, and 
Huganir says that in as little as a decade 
the research could lead to drugs that 
help people forget painful experiences. 
Blocking AMPARs won't erase the entire 
memory of an events says Huganir s but 
it would eliminate the strong emotions 
attached to it. That could be a game- 
changer for the nearly 8 million Ameri ， 
can adults with post-traumatic stress 
disorder, Huganir says he regularly gets 
e-mails from PTSD sufferers asking to be 
part of human drug trials if and when he 
holds them. His research may also lead 
to drugs that aid memory retention by 
stimulating AMPARs, a potential boon for 
test takers and Akheimer^s patients. 

Huganir began his first，informal 
neuroscience studies while in high 
school in Philadelphia, He owned 10 
goldfish and tested them for intelligence 
by observing their reactions to sudden 
flashes oflight. “I sacrificed the smart 
one and ground up its brain and in¬ 
jected it into the brain of another:’ says 
Huganir. <l He seemed fine, but he wasn't 
smarter ■” After earning his PhD at Cor¬ 
nell University, he first focused his re¬ 
search on how muscles respond to sig¬ 
nals from the brain* 

Hugaair's recent work recalls the 
2004 movie Eternal Sunshine of the Spot¬ 
less Mind, in which two characters erase 
memories of their failed relationship. 

Will reai-life ex-Iavers soon be able to do 
the same? Huganir says, 'That's 
science fiction: — Olga Khanf 


Early Lab Work Experimented on goldfish In high school 
Discovery That a short-lived protein is essential to memory formation 
Future A drug that could help PTSD sufferers forget traumas 
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who fathered the Linux open-source 
software movement as a student，moved 
to California in 199Z The Deal Machine 
founders plan to move to Silicon Valley 
next year to get closer to other techies 
and funding. <£ Young entrepreneurs 
need to go learn from the best in the 
world 广 says Kristo Ovaska # 27 s who in 
October led a group of startups to Sili¬ 
con Valley, where they practiced pitch¬ 
ing their projects, 

Finnish startups are hobbled by a 
lack of venture funding. Fruugo, which 
started a multinational European shop¬ 
ping website in 2009, got less than half 
the capital it had hoped for in Finland 
and in September merged with Britain's 
Directory Technologies, Finnish high- 
tech companies raised about €50 million 
in venture capital in the first half of 2010, 
according to Technopolis, a firm that in¬ 
cubates tech companies and helps them 
find funding. The Israel Venture Capital 
Research Center says Israeli companies 
received $577 million. “There are only a 
handful of venture capitalists in Finland, 
and to get the attention of foreign ven¬ 
ture capitalists has been quite challeng¬ 
ing^ says Rovio Chief Executive Officer 
Mikael Hed. 

He acknowledges that Rovio has been 
luckier than most. The founders, who 
met at a hacking contest in 2003, re¬ 
ceived backing from family members. 
The company will celebrate the first an- 
niversaiy of Angry Birds on Dec . 10 and 
is branching out into anciHary prod¬ 
ucts such as stuffed birds and pigs. The 
30-plus employees are rolling out spe¬ 
cial editions ofthe game for the holiday 
season as well as versions for game con¬ 
soles and Face book. 

Rovio's experience illustrates how 
Finnish tech companies are being 
weaned from a dependence on Nokia. 

In its early days the company produced 
many games for Nokia devices, but it was 
the iPhone that gave wing to its biggest 
hit “Angry Birds is the perfect example 
of the challenge that has faced Finland 
in die last five years，” says Ben Holmes ， 
a partner at Geneva venture capital firm 
Index Ventures. After making little 
progress with games for Nokia handsets, 
“along comes iPhone and they have that 
breakaway success.” ❺ 

— Diana ben-Aaron 


The bottom lin€ With nsttion^f champion Nokia in 
dectine, Finiand h oounting on a new wai/e of tech 
startups to power economic growth 
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Miami’s Condo King 
Survives the Slump 


» Jorge Perez, one of Florida’s biggest bidders，made deals with his lenders and is investing again 
’*You’re here on a loan，and you never know when they’re going to call 藤 t” 


Early this year, as Jorge M. Perez strug¬ 
gled to restructure more than $L5 bil¬ 
lion of debt on mostly vacant Florida 
condominium projects 3 doctors discov¬ 
ered a tumor the size of a golf ball on his 
pancreas. “You understand how vulner¬ 
able you are 广 Perez, 61， says while sit¬ 
ting in his Miami waterfront office, with 
a view of the skyline shaped by Related 
Group of Florida, rhe real estate com¬ 
pany he helped launch in 1979.You're 
here on a loan, and you never know 
when they’re going to call k, 

Perez, known locally as the Condo 
Kingj survived the medical scare. In 
January, following nine hours of sur¬ 


gery, doctors determined the tumor 
was benign. After absorbing $1 billion 
in losses, Related Group has survived, 
too, On Nov, 16 the company reached 
a foreclosure agreement with lenders 
holding a $223 million mortgage on 
Trump Hollywood, a 41-floor luxury- 
condo tower in Hollywood, Fla*, where 
22 of 200 units have sold. The deal put 
the last of Perez’s seven troubled Sun¬ 
shine State projects behind him. Relat¬ 
ed Group lost four of the seven Florida 
developments to foreclosure, sold its 
interest in one to a partner，and re¬ 
negotiated payments on two others. In 
all but one case, it retained a manage¬ 


ment or marketing role in the property. 

“l ie’s one of the faces of the boom- 
bust cycle that resulted in the great re¬ 
cession/' says Jack McCabe, a real estate 
consultant in Deerfield Beach, Fla, “He’s 
also one of the real geniuses, because 
he’s been able to stay in business.” 

As a boy of 10, Perez fled Cuba with 
his family after the 1959 revolution. 

The family lost everything they owned. 
Perez remembers watching soldiers at 
the airport take his mother’s jewels, 
iiicluding the rings on her fingers. He 
finished high school in Colombia，then 
muved to Miami to start commu¬ 
nity college, eventually earning a 
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master's degree in urban planning at 
the University of Michigan in 1976, After 
graduate school, he returned to work 
for the City of Miami Planning Dept' ， fol¬ 
lowed by a job at Landauer Associates, 
a real estate services firm + In 1979, when 
Perez was scouting for low-cost hous¬ 
ing deals, he competed against a New 
Yorker named Stephen Ross, founder of 
Related Cos, 

“A woman working for the City of 
Miami said，"You guys should get to¬ 
gether；^ Ross, 70 f recalls, <( We both 
had the same passion ■” Ross，whose 
company ! s real estate portfolio is 
worth more than $15 billion, says he 
offered Perez 15 percent equity in Re¬ 
lated^ Florida division, which became 
Related Group. Over time ， Perez ! s 
share climbed to 75 percent. Ross says 
he holds the oilier 25 percent in the 
company, which built or manages more 
than ?7 3 000 housing units in the US. 
and Latin America, and was responsi¬ 
ble for 5,500 of the 22,000 condos that 
sprouted in Miami's central business 
district from 2003 to 2008* Perez is 
also a vice-chairman of the Ross-owned 
Miami Dolphins of the National Foot¬ 
ball League and attends home games in 
the owner’s box. 

Now> Related is investing again. 

Perez says he’s using government fi¬ 
nancing to build aftbrdabie housing in 
Florida’s Miami-Dade and Orange coun¬ 
ties. Earlier this year he bought shop¬ 
ping malls in Phoenix and Birmingham, 
Ala, He returned Nov. 18 from India, 
where he's an investor in a partnership 
to build middle-class housing. 

The median price of a Miami condo 
is down 58 percent over tlie past five 
years, according to Florida Association of 


Quoted 


“If I were betting even odds, I’d 
bet that fhouse prices] boiince 
along the bottom. If you gave 
me 2-to-1 odds, I'd bet 
they go down, 

—— Karl E.Case. co-creator 
of the S&P/Case-Shiller 
Index. The 20-city index 
dropped 0.8 percent in 
September, the biggest 
monthly decline 
since April 2009. 




減難 


Realtors data. To survive the real estate 
crash. Related Group has cut 300 of 
600 employees since 2008. And unlike 
many developers, Perez confronted his 
troubled projects while he still had some 
negotiating leverage, says Troy Taylor, 
president of Algon Group, an Atlanta 
investment bank that advised Perez on 
restructuring. Related Group recognized 
$i billion in lasses in 2008 after buyers 
couldn't gel financing or didn’t want to 
pay for condos they had pur deposits on, 
says Matthew J. Allen, its chief operati ng 
officer. In January 2009, the company 
invited representatives from seven loan 
syndicates to a conference room at the 
Hilton Miami Downtown, where Perez 
presented a plan fora comprehensive 
workout, (< 1 had 80 lenders, from all over 
the world, and each one of them could 
say no,” Perez says. 

Each one did say no, at first. Ulti¬ 
mately* Perez negotiated deals with all 
seven syndicates- In May, for example, 
an HSBC-led group with a $482 mil¬ 
lion construction note repossessed two 
towers of the Icon Bi ickell in Miami, 
allowing Perez to keep a hand m the 
building's management. In October, 
Perez negotiated a forbearance agree¬ 
ment with a Bank of America^Ied syn¬ 
dicate oq a $175 million loan for the 
Icon’s third tower，which also houses 
a Viceroy hotel* The agreement allows 
him to stretch out payments and cut 


prices to speed sales. The Trump Hol¬ 
lywood foreclosure came last month, 
when an HSBC-led syndicate sold its 
$223 million mortgage to BH 1(1^ a close¬ 
ly held Miami-based investment firm, 
for $160 million. 

For now ， Related’s projects are much 
more modest than previous efforts, 
w We’re increasing the size of the man¬ 
agement company，being advisers to 
other people in real estate, and doing 
things that allow us to survive and ， 
hopefully, prosper，” Pere/ says. 

Yet he hasn’t given up on bis dream 
of a tropical Manhattan. He owns sites 
on Las Olas Boulevard in downtown 
Fort Lauderdale and oft Brickell Avenue 
in Miami where he has plans for more 
high-rise condos, though he expects it 
will beat least three years before he can 
launch those projects: 'if you went to 
a lender and asked for financing on a 
condo, they'd either laugh so hard that 
they'd die or they'd shoot you right on 
the spot. 1 ' When the market does perk 
up, he believes hell be able to get 
nancingj because he treated investors 
and lenders fairly during the worst real 
estate bust in his life. u We never walked 
away from anything, he says. “Now 
we're debt free. We f re a very strong 
company" —John Gittelsohn 

TTie jfi'ire By dea/s with 

tenders, Perez stayed in busine^ and fe in a position 
to build big again when Miami's market revives. 
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Private Equity’s 
Indian Dilemma 


New rules hit mioroleoders and 
their big investors—hard 

4t You have to be very courageous or 
mad to invest" in the sector now 

The Indian state of Andhra Pradesh 
unsettled the world of rnicrofinance in 
mid-October when it passed rules regu¬ 
lating debt-collect ion techniques and 
prompted some micro lenders to agree 
to a target 24 percent cap on interest 
rates. On Nov. 23, India’s Finance Min¬ 
istry said it would introduce legisla¬ 
tion that would also increase oversight 
of the industry and seek to eliminate 
such practices as forcing borrowers in 
danger of defaulting to take out addi¬ 
tional loans and the seizure of house¬ 
hold goods by debt collectors* 

Since then the profit outlook for 
micralenders in India, the world's largest 
market far ibis sort of finance, has wors- 
enecL The credit ratings of a dozen local 
companies, including SKS Microfinance 
and Equilas Micro Finance India, may 
be downgraded over worries about their 
future profitability, the Indian unit of 
Standard & Poor’s ， Crisil，said on Nov. 22. 
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The shifting regulatory climate in 
India’s 240 billion-rupee ($53 biliion) 
microfinance market may be bad news 
for private equity and venture capital 
investors that have steered $565 mi Mi on 
into Indian niicrolenders since 2006 s 
according to financial research firm Ven¬ 
ture Intelligence, 

Until now, major global inves¬ 
tors were making substantial profiis. 

In August, SKS t India's bluest micro- 
lender, raised 163 billion rupees in an 
initial public offering. That share sale 
also generated a capital gain of 5 bil¬ 
lion rupees for investors such as Sili¬ 
con Valley private equity firm Sequoia 
Capital and Bangalore-based fund 
Unitus Capital, which sold part of their 
stakes, according to data compiled by 
Bloomberg. "Today nobody wants to 
invest in the sector because of the un¬ 
certainty over regulation； 1 says Suiiiir 
Chadha, managing director of Sequoia 
Capital India + 

In November, Share Microfin, which 
is backed by Dubai private equity fund 
Legatum, and Spandana Sphoorty Fi¬ 
nancial, whose investors include Singa¬ 
pore sovereign wealth fund Temasek 
Holdings, said they would delay IPOs 
that were expected in the first half of 
2011 because of the new restrictions, “If 
all the big guys are facing the risk of not 
being aruund, you have to be very coura¬ 
geous or mad to invest；' says Vitieet Rai 3 
founder of Aavishkaar Venture iViari- 
age merit Services, a microfinance in¬ 
vestor in Mumbai, 

The practice af focusing an loans in 
poor areas largely shut out from tradi¬ 
tional banking services gained promi- 
nence globally when Muhammad Yunus 
won the Nobel Peace Prize in 2006 
for his role in founding Bangladesh's 
Grameen Bank. Micralendingin India 
has expanded at an average annual rate 
of 62 percent over the past five years 
in terms of niioiber of customers and 
88 percent in loan volume, according 
to Micro-Credit Ratings International, a 
rating firm in Gurgaon, India. 

The tougher regulations in Andhra 
Pradesh, a southern state that accounts 
for 30 percent of India's microlending 
market, arose from concerns about 
overlending to low-income borrowers^ 
interest rates as high as 50 percent, and 
coercive debt-col lection techniques 
that the state government claims have 
led to impoverishment and suicides 


by borrowers. There were 9.6 loan ac¬ 
counts far every poor household in the 
state, according to a report released on 
Nov. 15 by the nonprofit group Access 
Development Services, The upshot? “I 
don’t think private equity investors will 
recover their money at the rates they 
thought they would,” says Sanjay Sinha 3 
managing director of Micro-Credit Rat¬ 
ings International 
— Ruth David 

^ ^ i ____ - - ■> ■ ^ ^ 4' ^ t r - - -■ i - - - i --- 

The bottom Ime A regulatory backlash agatnst Indian 
microfenders is oompficating the exit strategies of 
private equity and venture capital investors. 


Secondary Markets 

A Way for Outsiders 
To Bet on Facebook 


Specialty firms bundle shares to 
make them more widely available 

i£ People want to invest, and we 
provide a means for them" 

Face book's surging value is spurring 
shareholders of the company, which is 
not publicly traded* to sell some of their 
stock, giving investors from Silicon Valley 
to Wall Street a chance to share in the 


social network's fortunes. EB Exchange 
Funds, based in San Francisco, along 
with New York firms Felix Investments 
and GreenCrest Capital, have opened 
Facebook funds, ‘ f l don’t necessarily 
know if it’s a good investments says Lau¬ 
rence Albukerk, founder ofEB Exchange 
Funds* “I just know 
people want to 
invests and we pro¬ 
vide a means for 
them to do that: 

Outsiders who 
want to buy into a 
private company 
can try a second¬ 
ary exchange such 
as SecondMarkel 
or SharesPost. 
There's no guaran¬ 


$ 40.7 

BILLION 


Facebooks 
value according 
to 

a secondary 


tee that the shares will be available, and 
companies generally have the right to 
block the sale by purchasing the shares 
themselves. Firms such as EB Exchange 
are potentially creating a new class of 
assets that would let investors 
tap fast*giowing private compa- 
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nies like Twitter, Zynga, and Linkedln, 

They buy shares in private companies 
from employees or company back¬ 
ers, placing the shares in limited-liabil¬ 
ity companies. Investors can then buy 
units in those companies. Felix Invest¬ 
ments opened its first fund more than a 
year ago and now has funds for 14 com¬ 
panies, including Face book, Twitter, 
Zynga，and Linkedln. 

Facebook, with a halt-billion users, 
has more than tripled in value since 
March, to $40,7 billion, according to 
SharesPost, which looks at recent trans¬ 
actions and analysts' estimates. Zynga ， 
the creator of online games such as 
FarmViMe and FrontierVille, is valued 
at $5,4 billion, and social-networking 
service Twitter is at $3.4 billion. Shares- 
Post values professional-net working site 
Linkedln at $2 billion. 

EB Exchange is buying as much as 
$15 million in Facebook shares for a 
limited-liability company, according to 
a Nov. 1 letter to prospective sharehold¬ 
ers* The letter says that units in the LLC 
cost $10,000, with a minimum invest- 
merit of $100,000. EB Exchange makes 
money by charging a 5 percent fee to 
enter the LLC-called Zoom Ventures- 
and another 5 percent when Facebook 
shares are distributed after an initial 
public offering or acquisition. An LLC 
can have nu more than 99 participants, 
who must be what die Securities and 
Exchange Commission calls “accred. 
ited investors-generally, companies 
or affluent individuals. While Albukerk 
confirms that he created the LLC, he 



declines to comment an whether it's in¬ 
vesting in Facebook, citing regulatory 
restrictions that limit what he can say. 

Boaz Rahav, an 18-year veteran of the 
financial industry, founded GreenCrest 
in New York earlier this year after talk ， 
ing to institutional investors who were 
having trouble investing in Facebook 
He expects to raise at least $100 million 
for his Facebook fund. “There are quite 
a large number of institutions, large and 
small, that missed the boat or missed 
the opportunity to invest in Facebook,” 
says Rahav. Both Albukerk and Rahav 
say they expect to open multiple com¬ 
pany-specific LLCs. 

For Facebook, the secondary market 
has made it easier for employees and in¬ 
vestors to sell shares, easing pressure on 
the company to go public. Facebook is 
likely to put off its IPO until 2012, three 
people familiar with the matter said in 
July, Facebook spokesman Jonathan 
Thaw declined to comment. 

Alex Bernstein > a San Francisco in¬ 
vestor, bought a stake in EB Exchanges 
fund. While he says he J s optimistic 
that Facebaok's value will continue to 
rise, he recognizes the risk of invest¬ 
ing in a security that will be difficult to 
sell until the company has an IPO. “It’s 
an unproven path to liquidity，” says 
Bernstein, “Secondary markets play a 
meaningful role fora period of time. We 
still need an IPO window to get liquid ■” 
— Ari Levy 

The bottom fine Investment firms are buying 
Facebook shares from insiders and repackaging 
them so outsiders can own a piece of the company. 


Friending a Private Company 

EB Exchange is among the firms setting up investment vehicles to allow outside 
investors to bet on the future of Facebook, whose stock is not publicly traded. 
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LLC〕Zo 

to pi 




©Investors can^ 
buy units of j " 
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Faceixiok can have 
up to 499 shareholders 
before i l must di&close 
financial results to 
the public. 


❾ Zoorm Ventures 
purchases Facebook 
shares from em¬ 
ployees or investors. 
Facebook has the 
right of first refusal- 
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An LLC can have up 
to 99 participants. All 
must be "accredited 
i nvestors !> —companies 
or affluent individuals. 



Investigations 

Giving Investors an 
Information Edge 


Expert networks are under scrutiny 
in a broad insider trading probe 

“My contacts are the foot soldiers 
and the worker bees" 

The federal government's recent raids of 
high-profile hedge funds, pan of an in- 
sider-rrading investigation, have focused 
attention on firms known as expert net¬ 
works, The firms act as matchmakers, 
connecting investors with people who 
have extensive knowledge of countries, 
industries, and companies and who can 
provide information on product develop- 
rnentj sales, and strategy, 

“My contacts are the foot soldiers and 
the worker bees of the industry 广 says 
John Kinnucan, who runs Broadband 
Research, specializing in tedi compa¬ 
nies, from his home in Portland* Ore. 
Several firms he says are his clients, in¬ 
cluding Steven A. Cohen's SAC Capital 
Advisors, Wellington Management, 
and Janus Capital Group ， have been 
asked for documents as part of the feder¬ 
al probe, Janus says it is cooperating with 
the inquiry. Spokesmen for SAC and 
Wellington declined to comment. 
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2011 Odyssey LX 
$0 first nnQnth/$360 for 
35 nnonths thereafter^ 
(for well-qualified custqmarsJ 


2011 Pilot 2WDLX 
$0 first month/$380 for 
35 months thereafter 1 

(■far wall qualified custom 殳 rs) 



$ 0 


Rrst-Morth Payment 


$ 0 

Down Payment 


$ 0 

Security Deposit 


£0 first month/$270 for 
35 months thereafter 
(for wel 1-qualiTied customers^ 


$ 0 


Due at Lease Signing 

Excludes tax, title, license & dealer fees 


Look more dashing through the srtow. 

Happy Honda Days are here again, and your Honda dealer is offering great lease and finance options 
on all vehicles, including the durable Pilot, Odyssey and CR-V - Motor Trend's favorite crossover. 


(WJ 


ShopHonda.com 


*Subjectto availability through 1/4/n on approved credit through American Honda Finance Corp. Closed-end lease foe 2011 CR-V 2WD LX. MSRP 522,475. Actual net capitalized cost 
S22 r 347. Total monthly payments $9.450- Option to purch^ss at Ispse end Si 3.935 - Clos 母 d-and lapse for 2011 Odyssay LX. MSRP $23,580. Actual net capitalized cost S2E f 990. 
Total monthly payments S12300. Option to purchase at Sea&e end $19 r 14&. Closed-end lease for 2011 Pilot 2WO LX. IV1SRP S2SJ2&, Actual net capitalized cost $28,045, Total 
monthly payments $13,300 Option to purchase at lease end Si6,431. Requires dealer contribution, which could affect final negotiated transaction. MSRP includes destination, 
excludes taxes, license, tftle fees, options, insurance and deaEei' fees. Lessee responsible for maintenance r excessive wear^ear and up to 20«/miie over 12 r 000 miles/year. 
See participating dealer for deiaHs. <£■ £010 Amencan Honda Motor Co,, Inc. 
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Insider trading involves buying or sell¬ 
ing stock using significant nan-public in¬ 
formation. The current investigation is 
being conducted by the office of U.S. At¬ 
torney Preet Bharara in Manhattan. Two 
hedge funds. Level Global Investors and 
Diamondback Capita! Management, 
were searched by FBI agents on JNov, 22. 
Bath firms were founded by former em¬ 
ployees of SAC Capital Advisors . A third 
hedge fund. Loch Capital Manage¬ 
ment, was also searched by FBI agents. 
None of those firms have been accused of 
wrongdoing. Diamondback says the raid 
focused on one of its employees, who 
was put on leave* A Level Global spokes¬ 
man says the firm is cooperating with the 
investigation, A Loch spokesman did not 
return a call seeking comment Kinnu- 
c an , who hasn't been accused of wrong¬ 
doing, says there is nothing inappropri¬ 
ate about his research, 

On Nov, 24, a consultant to hedge 
funds, Don Ching Trang Chu，was 
charged with arranging for insiders at 
publicly traded companies to provide 
information improperly to clients of his 
firm. Chu worked as the Taiwan liaison 
for Primary Global Research. Moun¬ 
tain View (Calif. )-based Primary Global 
said in a statement that it “has severed 
its relationship with Mr- Chu” because 
of u recent events/' Chu’s hwyer，James 
DeVita, declined to cumment- 

P rimary Global Research did work for 
Spherix Capital, a hedge fund where 

Richard Choo-Beng 
Lee used secret tips 
to trade stocks, ac¬ 
cording to his guilty 
plea. Lee helped 
the FBI tape Chu as 
part of alLS. probe 
of insider trading 
at Galleon Group, 
whose co-founder, 
Raj Rajaratnam, was 
indicted a year ago 
and faces trial next 
month. Rajaratnam denies wrongdoing. 

The FBI has also questioned a coti- 
sultant who worked for expert network 
Gerson Lehrmaii , according to The Waii 
Street Journal A spokesman for the firm 
declined to comment. The firm has a 
marketing relationship with Bloomberg 
LP, parent of Bloomberg Businessweek. 

Geoff Bobroff, a fund consultant 
in East Greenwich, RA t i who is part of 
Gerson Lehrman's network, says the 


use of experts has risen in response to 
the decline of Wall Street research after 
10 firms collectively paid $1.4 billion in 
2003 to settle claims they slanted their 
research to win banking business. 

Michael W. Mayhew，chairman of 
integrity Research Associates in New 
York, estimates that the roughly 40 
expert networks in the US*-up from 8 
in 2001-took in a total of $450 million 
to $500 million in revenue in the past 
year. Gerson Lehrman, based in New 
York, operates the largest network and 
has 60 percent of the market, accord¬ 
ing to Mayhew, 

Burton Greenwald, an independent 
fund-industry consultant in Philadel¬ 
phia, is part af three networks, includ¬ 
ing Gerson Lehrrmn’s，usually providing 
hedge fund managers with information 
and his analysis of investment-manage¬ 
ment companies. “I，ve found the net¬ 
works make an honest and vigorous 
effort to make sure non-public informa¬ 
tion is not disclosed to the clients who 
use their services," he says. u l have to 
sign an agreement with Gerson that I 
won't talk about anyone who is my em¬ 
ployer or about non-pubMc mformatiorL” 

Greenwald s^ys the networks that 
arrange phone calls between experts 
and investors don’t monitor them ， and ， 
theoretically，investors could use them 
to seek insider information. 'The top- 
tier hedge funds may not do this，’，he 
says, iS But I think when you get down to 
lesser players, you s re in the Wild West, 
— Christopher Condon 7 Amhany Ejfinger, 
Sree Bhakravatsalam, Bob Van Voris, and 
Patricia Hurtado 

The bottom fine Art tnve^ligatiort into expert 
networks raiding question 岛 about the Une between 
providing information iegaffy and insider trading. 


Luxury Hotels Reach 
New Heights in China 

A five，star spa comes to Tibet with 
the St. Regis Lhasa 

If “isn’t necessarily the first 
location that comes to mind」’ 

A hotel glut in Chinas big cities is spur¬ 
ring luxury chains to explore some 
remote locations. In November, Lhasa, 
the capital of Tibet，got its first interna¬ 
tional luxury hotel with the opening of 
the 162-room St. Regis Lhasa Resort ， fea¬ 
turing a five-star spa. In 2012, Shangri- 
La Asia will open a 350-room hotel in 
Lhasa，and InterCotitinental Hotels 
Group plans to add a high-end ? 2,000- 
room hotel in the city within three years. 

Visitors to Shangri-La's Lhasa hotel 
will be able to experience Tibetan 
welcome rituals and the local hand- 
churned butter tea, which Is believed to 
be beneficial at high altitudes and pre- 
vent chapped lips, The property will 
feature a full-service dink: to attend to 
guests who suffer from altitude sickness, 
Tibet is the highest region on Earth ， 
with an average elevation of 16,000 feet; 
Lhasa is at 12,000 feet.Luxury today 
is not about champagne and caviar but 
about experiencing something your 
neighbor hasn’t,” says Jonas Ogren ， 
a Singapore-based director for STR 
Global, an industry research company. 
“It’s about experiencing champagne 
and caviar at Everest Base Camp:’ 

The surge of hotel development 
in China has led to an oversupply, 
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transport and climate infrastructure, 


foreign investment magnet, 


agreements with 44 nations ， 


H only a 


oms away. 


In Mexico City, the sun is shining brightly for interna¬ 
tional business investment. That's because Mexico 
City offers a legal and regulatory framework friendly to 
international corporations, an educated professional 
class, tax incentives for real estate and payrolls, 
free trade agreements with 44 countries, and the 
amenities of a sophisticated ， world-class academic 
and cultural center. 

Mexico City is investing billions in new transportation 


and security infrastructure to make it easier to do 
business and enjoy life. It’s a vibrant hub of research, 
development and innovation. And it’s implementing a 
15-year CIS mate Action Plan to make its environment 
one of the most sustainable in the world. 

If you’re seeking growth opportunities in knowledge- 
based industries and access to the hub of one of the 
world’s most important emerging markets ™ one just a 
few hours away - it makes sense to think Mexico City. 
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Think Mexico City 

mexioooifyexperieno^.com 



CEmEX 


Building the future 


MEXICO 
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The number of 
tourists visiting 
Tibet in 2009 f 
up 147 percent 
from 2008 
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particularly in cities, and it may take 
five years for demand to catch up s says 
Ogren. “There was something like 52 
new hotels opening up for the Olympics 
in Beijing/" says Dave Horton, global 
head of Hilton 
Hotels & Resorts. 
“They went from 
100 percent occu¬ 
pancy during the 
Olympics to 20 to 
30 percent occu¬ 
pancy now.” 

That’s made 
Tibet and other 
regions far from 
Beijing and Shang¬ 
hai increasingly at¬ 
tractive to expanding hoteliers, “While 
Tibet isn't necessarily the first location 
that comes to mind for a hotel, these 
companies usually already have prop¬ 
erties in primary and secondary cities 广 
Ogren says. 

fn Tibet，ruled as an autonomous 
region in the People's Republic of 
China, tourism has surged since the 
opening of the Qinghai-Tibet railway 
four years ago, largely driven by do¬ 
mestic demand. Tourism grew 147 per¬ 
cent in 2009, according to the Pacific 
Asia Travel Assn,* and 5-39 million of 
the 5.56 million visitors to Tibet were 
dumestic travelers, 'There's a great 
deal of affluence in China； 1 says Judy 
Reeves, a spokesman for Shangri- 
La Asia, based in Hong Kong. “The 
demand for luxury is insatiable/" 
ShangriLa has 33 hotels in China and 
15 more in the pipeline, in such remote 
regions as Diqing in Yunnan province 
in the country's south and Manzhouli 
in the Huluiibuir grasslands in north¬ 
ern China, 

Starwood Hotels & Resorts World¬ 
wide, which partnered with Lhasa 
Yimgao International Hotel in develop¬ 
ing the St + Regis in Lhasa, expects to 
add 86 hotels to the 62 it has in China, 
making the country its largest hotel 
market after the U.S. The hotelier, based 
in White Plains, MY.，already lias a 102- 
room Four Points by Sheraton in Lhasa, 
1HG，of Denham* England 3 operates 
137 hotels in China and has 149 more 
planned, the company said in June. 
—Nadja Brandt 

The bottom fine With a glut of lodging in China's big 
citiG^ hotel develops are targeting resort areas 
and remote locations for new properties. 


Bid & Ask 


by Caroline Winter 



Shareholders o! British Airways and 
Iberia Llneas Aereas de Espatia gave 
the go-ahead for a $9 billion merg¬ 
er that will extend the U.K. company's 
dominance of frans-Atlantic routes. 

Bridas, the oil company owned by Chi¬ 
nese crude producer CNOOC and Ar¬ 
gentina's billionaire Bulgheroni family, 
agreed to pay BP $7,06 billion for the 
60 percent of Pan American Energy it 
doesnl already own. 

U.S. buyout fund Lone Star is selling 
its 51 percent stake in Korea Exchange 
Bank to Seoul-based Hana Financial 
Grixip for $41 billion, 

A KKR-led group agreed to acquire Dei 
Monte Foods in a $4 biilion transaction 
that will give the buyout firm popular 
pet-food brands like Milk-Bone, 

❺ ABB ， the Swiss maker of factory ro¬ 
bots and power-transmission gear, will 
buy Baldor Electric for about $3.1 bil¬ 
lion to expand in the North American! 
market for industrial motors and drives. 


China Huaneng Group ， that nation's 
biggest electricity producer, is pay¬ 
ing $1.23 billion for a 50 percent stake 
in Massachusetts-based power utility 
InterGen—its biggest overseas acquisi¬ 
tion in more than two years. 

Coty, the seller of perfumer by Sarah 
Jessica Parker and Vera Wang, agreed 
to pay $1 billion for nail-care company 
OPI Products, which gives it entree into 
the professional salon market, 

Spider-Man' the most expensive 
Broadway musical in history at $60 mil- 
lion h held its first preview at New York's 

Fox woods Theater on Nov. 28. 

Jewels once belonging to the Duchess 
of Windsor fetched $12.4 million at a 
Sotheby's auction in London. 

Q) Stanley Ho, billionaire chairman of 
Macau-based casino operator SJM 
Hofdmgs, won two pieces of rare white 
truffle weighing 2.87 lb. with a bid of 
$330,000 at a charity auction. O 
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From FX solutions in India. 
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Executive Edge: 
D&O insurance that 
wifi be there for you. 

The risks faced by directors and officers 
have changed significantly in recent years. 
That’s why we’ve created Executive Edge— an 
innovative new D&O insurance solution designed 
to address these evolving risks and safeguard 
your personal assets. So you can stay focused on 
doing your job* See why today’s business world demands 
Executive Edge at www.chartisinsurance.com/edge 
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CHARTIS 

Your world, insured 


All products are written by insurance company subsidiaries or affiliates of C ha rtfs Inc. Coverage may 
not be available in all jurisdictions and is subject to actual policy language. For additional information, 
please visit our website at www.chartisinsurance.com. 
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# Risk Management 


The Growing Peril 


Of a Connected World 


^Munich Re is trying to find the new dangers lurking in a rapidly globalizing economy 
► Safety improvements can boost recklessness ： ^Everyone has their own risk thermostat” 


Last Apr. 14, Iceland's Eyja^allajokuil 
volcano erupted. Five days later, Nissan 
Motor shut down three auto assembly 
lines in Japan, The factories had run out 
of tire-pressure sensors when a plane 
carrying a shipment from a supplier in 
Ireland was grounded because of volca¬ 
nic ash. At a BMW plant in Spartanburg, 
S,C，work slowed after transmissions 
couldn't be delivered from Germany, 
What was the probability of that 
happening? That's the kind of question 
Munich Re must grapple with. Munich 
Reis the world's biggest reinsure^ one 
of a handful ofindustry giants including 
Swiss Re and Berkshire Hathaway's 
Gen Re that sell policies to insurance 
companies to cover the risks they absorb 
from policy holders* That gives the 
130-year-old company an unparalleled 
view of just about everything that could 
go wrong in the world. And in a global 


economy, figuring out where and why 
those things might happen is getting a 
lot more complicated. “The most signifi¬ 
cant changes in risk management have 
taken place in the past 7 to 10 years/' says 
Joachim Oechslin, Munidi Re's chief risk 
officer. 'Today it’s not only about data 
gathering^ - using geological records, say, 
to predict the likelihood of a volcanic 
eruption-“but trying to figure out the 
relationship of things，” such as how an 
event like the Iceland volcano can ripple 
through a supply chain. While Munich 
Re specialists are studying the eruption, 
they say they still lack the tools to accu- 


■ncreasingly v hiunich Re 
is focusing on subtle 
trends that could carry 
the seeds of disaster 


rately predict the chain of damages mv 
leashed by such a disaster. 

Inside its neo-Baroque headquar¬ 
ters overlooking the tree-lined walkways 
of Munich’s English Garden，Munich 
Re specialists pore over data to help 
them calculate the likelihood of a diz* 
zying array of mishaps. They know 
the probability that Los Angeles will 
suffer a major earthquake in the next 
three decades (it’s 97 percent) and the 
odds that a 60-year-old American man 
will die from a heart attack by age 70 
(3+2 percent if he doesn’t smoke s and 
S + 4 percent if he does). They search for 
patterns in data from past accidents, 
learning, for instance, that boats are 
most likely to spring leaks during the 
early months of an economic upswing. 
The reason: During downturns, ves¬ 
sels are often placed in dry-dock 3 
where wood shrinks as its dries, 
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leaving gaps where water can enter 
when the boat returns to service. 
Increasingly, Munich Re is focusing 
on what it calls emerging risks: subtle, 
often seemingly innocuous trends that 
could carry the seeds of disaster-eveiy- 
thing from rising prices at art auctions 
(which can increase theft) to the wide¬ 
spread installation of rooftop photo¬ 
voltaic panels (a fire risk). Who knew that 
bundled subprime mortgages would lead 
to a near collapse of the gl obal financial 
system? Munich Re had a pretty good 
inkling. In 2007 its analysts concluded 
that collateralized debt obligations were 
far riskier than was generally realized. 
The company wrote new policies for 
clients in finance, setting tighter limits on 
its potential exposure to losses from such 
instruments, and came through the crisis 
in strong shape. In 2009, its profit rose 
53 percent, to $3 + S billion, on revenue 
from premiums of $55+1 billion, 

Munich Re learned the hard way 
about ihe need for more sophisticat¬ 
ed risk controls. A decade ago, it had 
invested about 20 percent of its capi¬ 
tal in equities. <s We had the profile of a 
hedge fund rather than an insurance 
company，” Oechslin says. After mar¬ 
kets worldwide tanked in 2002, the 
company booked an unprecedented 
$492 million loss for 2003+ Since then ， 
Munich Re has greatly diversified its 
investments, with less than 3 percent 
in equities. “They have their house in 
much better order than they did five or 
six years ago 广 says Paul Walther, chief 
executive officer of Reinsurance Direc¬ 
tions, a Florida consulting firm. 

One of the new risks Mimicli Re is 
tracking is climate change. The compa¬ 
ny has the world’s most comprehensive 


Profiting from Risk 

Munich Ro ? $ not incomo ($ billions) 
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97 % 


Risk of a major 
earthquake in 
Los Angelas 
by2Q40 

SOURCE ： MUNICH RE 


database on natural disasters, with in¬ 
formation going back centuries. It shows 
that the frequency ofserious floods 
worldwide has more than tripled since 
1980, while hurricanes and other severe 
windstorms have doubled. “Globa] 
wanning is real, and it affects our busi¬ 
ness/' says Peter Hoppe, who heads the 
company's climate-change research. 
Munich Re has become a leading advo¬ 
cate for renewable-energy development, 
even joining a venture that plans to gen¬ 
erate solar power 
in the Sahara and 
ship it under the 
Mediterranean to 
Europe- 

Other Munich 
Re specialists try to 
understand human 
risk-taking behav¬ 
ior* Rainer Sachs ， 
who heads the com¬ 
pany's emerging 
risks research unit, 
spends his days pondering such bead- 
scratchers as the fact that, while traffic 
deaths have dropped sharply in recent 
years, the rate of serious injur ies from 
accidents has not. His conclusion, but¬ 
tressed by studies of driver behavior 
in several countries- With airbags and 
other safety features, drivers take more 
risks because they believe their cars are 
safer. “Everyone has his own risk Lber- 
mostat,” he says. Si We introduce risk- 
mitigation devices that are supposed to 
make life safer-and then we change our 
behavior to make life more interesting^ 
Thos^ insights could help Munich Re 
develop computer models to predict the 
likelihood af accidents in a wide range 
of settings, including ftnanda] markets* 
Sachs contends that a similar thermostat 
effect figured in the global crisis, “When 
people invested in subprime products, 
they bought hedging products, so they 
felt safe 广 he says. 

Other human behaviors defy predic¬ 
tion. Terrorism, for one- While insur¬ 
ers can draw conclusions by studying 
the actions of groups of people, “You 
cannot model the decision-making of 
small numbers of individuals/" says Heike 
Trilovs^ky, Munich Re's corporate under¬ 
writing chief. "We're convinced that ter¬ 
rorism is not insurable.” —CarolMatlack 

The line As th& gfob^tf economy gefs more 

connected，ft has become harder for insurers like 
Munich Re to determine risk. 


Property 

Cutting Danger by 
Playing with Fire 

► FM Global shakes, rattles, and 
burns its way to safer factories 

► “That was the third time IVe seen 
that test, and it still makes m© jump” 

The fire begins as a slow burn. Within 
minutes, fueled by 216 neatly stacked 
boxes full of plastic cups ， 30-foot 
flames lick the ceiling, and crack¬ 
ling embers soar up from the mdting 
plastic goo. When automatic sprin¬ 
klers start dousing the fire, the room 
fills with thick, black smoke, ^Can you 
imagine that smoke in our warehouse?” 
whispers one observer standing behind 
reinforced glass. 

The blaze was a test of sprinkler con¬ 
figurations by Factory Mutual Global ， 
a 175-year-old insurance company that 
spends about $40 million annually figur¬ 
ing out howto increase safety and mini¬ 
mize losses at factories, warehouses, 
baseball stadiums, and other business 
locations. FM Global runs a sprawling 
1,600-acre disaster research facility on 
a winding road in rural Rhode Island, 
where researchers wreak as much con¬ 
trolled havoc as possible, sparking explo¬ 
sions, simulating earthquakes and hur- 
ricaneSj pelting glass with ice balls shot 
from a hail gun, and more. 

The insurer was founded in 1835 
by New England mill owners who 
pooled their resources to develop safer 
factories and create a fund to cover each 
other against losses from fires and other 
disasters. Today, it’s the biggest U.S. in¬ 
surer of large commercial properties 
when measured by premiums paid，with 
26+8 percent of that market ， accord¬ 
ing to Advisen, an insurance industry 
analyst group. Last year, FM Global^ op¬ 
erating income quadrupled, to $1-2 bil¬ 
lion on revenues of $4.6 billion. 

FM Global is still owned by its 
clients, about 2,000 companies such as 
General Electric, Boeing, and Caterpil¬ 
lar. While its premiums start out higher 
than many rivals’，clients say it's worth 
paying extra to get access to the compa¬ 
ny^ scientists, who make factory visits 
and even inspect construction sites 
before facilities are built to offer advice 


sQfliJDzoo—la/ttUJHD:^ H MLLIdo N< 


Jr. 

r: 



IP ^ s^is iflj-J 


趙繼嫌 麵幽 • 初 Ml 

















on improving safety. “We value their 
prevention mindset that gives you en¬ 
gineers who are involved almost from 
Day One ™ says Gerald Colonna* Global 
risk director at Avery Denniscm，a prints 
er and packaging maker that has been a 
client since 1965. 

FM Global employs 125 scientists at 
its Rhode Island campus and a small' 
er facility in Massachusetts. Their work 
consists oPtesting things until they 
breaks says Louis Griuo, the company’s 
research manager. The lab’s earthquake 
simulator moves in six directions to rep- 
licate the motion that would be expe¬ 
rienced an different floors of buildings 
when hit by earthquakes of various mag* 
nitudes. The burn lab is twice the size 
of a football field and can accommodate 
flames that rise 60 feet in the air+ When 
clients “see those scenarios played out y 
you can be sure that they'll make safety 
Lmprovements/ > Gritzo says. Customers 
that follow FM Global’s advice typically 
see thdr premiums drop« 

A risk management delegation 
from McKee Foods, the maker of Little 
Debbie snack cakes, was impressed 


by a November demonstration of how 
explosive dust can be. The FM Global 
team tossed about a quart of resin dust 
into a concrete bunker with one wall 
made of a plastic tarp* then ignited it 
with a tiny spark. With a bang, a 
20-foot burst of flames shot through 
the tarp. “That was the third time I’ve 
seen that test, and it still makes me 
jump 广 says Micheline Parkey, a risk 
manager for McKee. 

Fire is FM Global's primary focus, 
and sprinklers are given star status. 

The research lab features a display case 
with 1,000 different sprinkler heads, 
each framed in its own glass enclosure* 
Fire is the leading cause of property 
loss at companies，and FM Glabars re¬ 
searchers have touched off more than 
30,000 blazes over the years to study 
how various items-stacked rolls of ciga= 
rette paper, boxes containing aerosol, 
electrical equipment, and thousands of 
other thlngs-burn and respond to dif¬ 
ferent sprinklers under varying humid¬ 
ity and temperature conditions. 

The insurer chooses experiments 
based on the findings of its l，800 erv 
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gineers who inspect roughly 100,000 
customer facilities worldwide each 
year to pinpoint new hazards and 
advise clients on safety improvements. 
For their experiments, FM Global en¬ 
gineers and technicians make comput¬ 
er simulations and full-scale models of 
client facilities, They build and abuse at 
least one physical structure daily, with 
each test costing from $10,000 to more 
than $100,000. 

When Hurricane Katrina struck, 

¥M Global had insured 400 proper¬ 
ties along the Gulf Coast near New Or¬ 
leans. About half of them had success¬ 
fully implemented the insurer’s safety 
recommendations, and those facilities 
suffered 80 percent less damage than 
the sites that hadn't, FM Global says. At 
an Ocean Spray grapefruit processing 
plant in Florida, the insurer's inspec¬ 
tors suggested reinforcing the roof and 
installing an auxiliary power generator. 
When the site was hit by two hurricanes 
that devastated the Florida coastline in 
2004, Ocean Spray suffered negligible 
damage while a nearby competitor's fa¬ 
cility had to be shut down. That year ， 
Ocean Spray's sales soared due to re¬ 
duced competition. ''Much of the grape¬ 
fruit crop that year was destroyed: Rick 
Lees* Ocean Spray’s chief financial of¬ 
ficer, said in an e-mail “It would have 
been very difficult to replace our con¬ 
centrate if it had been lost.” 

— Winter 

The bottom line Engineers at insurer FM Global's 
Rhode Istand tab bum and shake all manner of goods 
to find safer ways to build and operate factories. 


Finance 

Lawsuit Fears Push Up 
Costs for Risky Banks 

►The FDIC aims to recover losses 
from leaders of failed institutions 

► i£ lf this goes on for a long time 
there could be further tightening" 

On Nov. I, the Federal Deposit Insur^ 
ance Corp. sued 11 former officers and 
board members of Heritage Commu¬ 
nity Bank, a Glenwood (111+) lender 
closed by state regulators last year, The 
complaint alleges that the bank’s lead¬ 
ers ignored losses on risky commercial 
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real estate loans while paying out 
millions of dollars in dividends and 
bonuses. The lawsuit, seeking at least 
$20 million, foreshadows a likely wave 
oflitigatian against the people who 
ran the 314 banks that have failed 
since the start of 2008 + The FDIC has 
authorized lawsuits to recover more 
than $2 billion from scores of farmer 
bank officials. 

Whatever the FDIC wins will 
probably come from directors and 
officers insurance, which companies 
buy to cover damages when managers 
are found liable in lawsuits filed by 
shareholders or regulators. The FDIC 
“has a fiduciary duty to collect money 广 
says Jeft Gerrish, a Memphis attorney 
for community banks who in the early 
1980s oversaw the agency’s division 
in charge of suing directors of failed 
institutions. “It will bring a claim where 
there's insurance or where the direc¬ 
tors have a personal ability to pay:’ 

Although the rates banks must pay 
for D&O insurance have eased some¬ 
what over the past year after spik¬ 
ing during the financial crisis, they're 
now rising fast for many community 



banks at risk of failure, A healthy bank 
might pay $70,000 annually for $5 mil¬ 
lion in coverage, while troubled banks 
pay four or five times that amount, 
estimates Kevin LaCroix, a partner at 
broker OakBridge Insurance Services 
in Beachwood, Ohio. He says one of his 
clientSj a small bank that is operating 
under a warning from regulators^ 
saw its D&O premiums more than 
quadruple this year Lawsuits from the 
FDIC could affect premiums even for 
healthy banks if insurers haven’t set 
aside enough money to cover claims. 
“If the number of failed institutions 
continues to swell，there could be 
further tightening/ 1 LaCroix says. 

After the savings and loan crisis 
in the 1980s，the FDIC sued officials 
from about one quarter of the failed 
institutions. This time around^ the 
agency has so far settled just one 
case, with a bank it declines to name, 
for $397 ? 000-the entire value of a 
$1 million D&O policy after defense 
costs were deducted. The agency has 
launched two lawsuits: against man- 
agers from Heritage and failed Cali- 
fornia lender IndyMac Bank, (Former 
executives at both banks have denied 
any wrongdoing.) And it has notified 
officials from 164 failed banks that it 
niay pursue claims, FDIC spokesman 
Andrew Gray says + After a bank goes 
belly - u p ? the agency has three years 
to sue. That means executives at most 
banks that closed during the recent 
financial crisis could face lawsuits 
through the end of20IL 

D&O premiums for financial insti¬ 
tutions declined almost 10 percent 
last year, to an average of $133*000 for 
$5 million in coverage，according to a 
report by insurance brokerage Aon. 
Still，the report notes that ^financial in¬ 
stitutions, and particularly community 
banks，continue to face a difficult D&O 
market.” That will only get tougher as 
the FDIC begins to take more former 
bank officials to court to recover some 
of the billions the crisis has cost the 
agency, says David Payne of Aon's Risk 
Solutions group + “We are early in the 
litigation process^ he says, "The FDIC 
is very busy with just managing the 
process of failed banks ‘” 

—John Tozzi and Suzartm Woolley 

The bottom tine R 岛 t&s for directors and officers 
insurance for community banks have ri 写 en ^harpiy 
as the FDiC prepares a wave of lawsuits. 


Speed Dia 
Brian 

Cummings 


The head of Tata Consulting's 
North American information 
risk practice on emerging 
threats to our data— and how 
to fight back 


Whafs putting our data at risk now? 
We're seeing a new weakness unfold 
with cloud computing. The miscoiv 
cep don is that if I transfer to a cloud 
service, they become responsible for 
my security. The burden is on the cus¬ 
tomer to make sure the doud service 
meets their requirements. 

Many companies are getting more 
aggressive on data security* Is it 
paying off? 

There's a recent report from Deloitte 
that shows the number of iiitmsion at¬ 
tempts is on the rise, but successful in¬ 
trusions have gone down* That speaks 
well to the controls organizations are 
putting in place. The attacks are not 
only increasing, but they're increasing 
in sophistication. 

Where are companies falling short? 
The trick now is to mm that greater 
effort inward and take control of the 
insider threat, insiders have great¬ 
er knowledge, they have access. The 
trend over the last year is tu focus on 
behavior analytics or insider surveil¬ 
lance, or whatever you want to call iL 
A credit-card company was recently 
having trouble with celebrity account 
data* Their employees were selling it 
to paparazzi, but their system couldn’t 
pinpoint who was doing what. 

What’s the scariest digital aspect of 
your own life? 

Mobile transactions, I only leave my 
credit-card information on what I think 
are the best-protected sites. And when 
I do, I use one with a very low credit 
limit-say, $l,000-ta protect myself 
and my bank . ❾ Barry Maggs 
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the U.S. out of a depression. 

But the Fed^ latest moves have triggered fierce attacks 
that have forced them to fight back together 
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Nov, 4, two days after the midterm elections, Timothy Geith¬ 
ner was scheduled to fly to Kyoto for a dinner with Asian-Pa¬ 
cific finance ministers. At the last minute, Geithner postponed 
his trip ； there was just tou much going on in Washington. The 
dimensions of the electoral drubbing that President Barack 
Obama had taken were still sinking in when the Treasury Sec¬ 
retary arrived at the White House to plot strategy at the Presi¬ 
dent's cabinet meeting. 

After the occasion s Obama extended an olive branch to 
newly empowered Republican leaderSj inviting them to meet 
later in the month- Geithner, though, had no iliusion that 
peace was breaking out. In fact, bs he returned lo die Treasury 
Dept, for a private lunch with Federal Reserve Chairman Ben 
Bernanke, the next political battle was already taking shape. 
Bernanke would be the new target. 

Bernanke and Geithner, who sat for separate interviews for 
this story, won't say what they discussed at their Nov. 4 lunch ； 
an official describes the meeting as routine* As the Administra¬ 
tion's point mao in its dealings with the Fed, Geithner lunches 
with Bemanke almost every week. The Treasury Secretary says 
there's one topic that's off-limits: “I don s t give him advice on 
monetary policy for two reasons. One is out of respect for the 
basic independence of the Fed. The other is because I f m not 
living and breathing monetary policy every day 广 

The two had been scheduled to get together earlier that 
week but waited until immediately after a two-day Fed meet¬ 
ing that began on Election Day-the same session，as it mi ned 
out, that put Bernanke in play politically. At the meeting, Ber- 
oanke faced down opposition from Kansas City Fed President 
Thomas M + Hoeaig and pushed through his plan for a second 
round of ^quantitative easing 5 -pumping $600 billion into the 
economy over the next eight months by buying long-term Trea¬ 
sury debt. The strategy was designed to boost the flagging US. 
economy* bring the unemployment rate down from its painful 
9,6 percent level, and prevent a Lost Decade of low growth and 
deflation similar to the one Japan suffered after its real estate 
bubble burst in 1990. 


With the impact of Obama's $814 billion stimulus program 
fading and Republicans unwilling to spend more, the Presi¬ 
dent was depending on the Fed to prod the recoveiy. And Fed 
officials say they felt obliged to act-to try to reduce unem¬ 
ployment they think is dangerously high and increase inflation 
they fear h dangerously low. With short-term interest rates al¬ 
ready near zero, they sought to bring down long-term rates by 
taking the unorthodox approach of buying Treasury bonds, 
The move had already elicited protests from German and Bra¬ 
zilian official who worried it would drive dowa the value of 
the dollar, making their exports costlier in the U.S. Bernanke 
and Geithner expected more complaints at the Group of 20 
summit in South Korea die following week. They didn’t antici¬ 
pate the size of the battle that erupted at bome + 

The political attacks on the Fed-once the most sacrosanct 
of government institutions—started slowly，with Tea S^arty- 
backed candidates such as Rand Paul，running for the U.S. 
Senate in Kentucky, campaigning against the central bank. 
When Bernanke announced round two of quantitative easing 
{or QE2, as it became known) on the day after the election, 
the response was swift, Indiana Representative Mike Pence, a 
conservative bellwether and possible 2012 Presidential candi¬ 
date, released a statement accusing the Fed of “masking our 
fundamental problems by artificially creating inflationA few 
days later, former AJaska Governor Sarah Palin, the unofficial 
leader of the Tea Party wing of the GOP # posted on her Twitter 
account that the Fed was planning to “prim $ out of thin ai r； J 
On Nov ， 8, Palin dragged Bernanke more directly into the 
fray. In a speech iq Phoenix, she demanded that he 4( cease and 
desist” before his “pump-priming addiction” brought "'perma¬ 
nently higher inflation. On Nov, 15 a group of 23 mostly Repub¬ 
lican economists，money managers, and former government 
officials sent an open letter to Bernanke arguing that the cen¬ 
tral bank’s bond purchases “risk currency debasementTwo 
days after that the four Republican leaders in the House and 
Senate-John Boehner of Ohio, Eric Cantor of Virginia, Mitch 
McConnell ofKentucky, and Jon Kyi of Arizona-wrote to Ber¬ 
nanke to express their “deep concerns* 5 over bond purchases 
that could lead to “hard-to-control ， long-term inflation and 
potentially generate artificial asset bubbles 广 

Ever since, Bernanke and Geithner have found themselves 
pitted against the Republicans and the Tea Party in a battle 
that could help determine the fate of the economy, Obama’s 
Presidency and the Federal Reserve itself. Some of their op¬ 
ponents, such as Pence and Tennessee Senator Bob Corker ， 
want to strip the Fed of its mandate to pursue full employ¬ 
ment and focus on price stability alone, which would make it 
harder to justify future rounds of quantitative easing. The most 
radical antagonists want to go further. Senator Rand Paul and 
his father, Representative Ron Paul of Texas, argue for doing 
away with the central bank altogether* Forty-one percent of 


“The Fed faces its biggest 
political risk since 
Paul Volcker was chairman,” 
says Lyle Gramley，who was on 
the central bank’s board in the 1980s 


Jr. 

rr. 


fes IP ^ I 


Mias 說繼挪舰幽 • 初 Ml 






December 6 — December 12,2010 

Bloomberg Businessweek 



1 . 6 % 


Republicans and 55 percent of Tea Party supporters believe the 
Fed should be abolished or radically overhauled, according to 
a Bloomberg National Poll conducted Oct, 7-10. 

For Bernanke, who craves the freedom and flexibility of his 
predecessors to do what he thinks is right for the economy, 
this amounts to a political choke hold. Republicans are using 
him as a proxy for Obama and are determined to make life 
miserable for both the Fed and its chair，” says Arthur Levitt Ji .， 
the former head of the Securities and Exchange Commission 
who is now a member of the board of Bloomberg, publisher 
of Bloomberg Businessweek, and a policy adviser to Goldman 
Sachs. 'The Republicans know this will embarrass Obama ■” 
On Dec. i, critics of the Fed got more to chew on when the 
central bank released details of the recipients of $3.3 trillion in 
emergency loans, asset purchases, and other Fed programs that 
hdped shore up markets during the worst " 
financial panic since the Great Depression. 

The documents were made public because 
of a sunshine provision that Vermont Sena¬ 
tor Bemie Sanders added to the Dodd-Frank 
financial reform bill, “After years of stone¬ 
walling by the Fed, Sanders said after the 
document release, “the American people are 
filially learning the... jaw-dropping details of 
the Fed’s multltnUion-dollar bailouts 

In truth, the details didn’t drop all that 
many jaws. The world already knew that the 

Fed functioned during the crisis as a ware-_ 

house for bad debt. Perhaps the biggest revelation was that 
Goldman Sachs, whose president said the firm didn't need gov¬ 
ernment help to survive, borrowed as much as $24 billion from 
the Fed in the weeks after the 2008 Lehman Brothers bankrupt¬ 
cy: Another surprise ： European bank^ were among the biggest 
users of Fed programs. Zurich-based UBS sold more commercial 
paper through a Fed emergency facility than any other bank, 
and Deutsche Bank led all bond dealers in trading mortgage se¬ 
curities with the Fed. All of which may have been more interest¬ 
ing to financial analysts than to the public-and none of which 
stopped the critics from hammering away at Bematike. The Fed, 
charged Ron Pau】 s “prevented a bad recession for the people 
who deserved it, the big money people who made all the billions 
when they were blowing up the bubble, They prevented a deep, 
deep recession for the Goldman Sachs of the world” 


Yield on five- 
year Treasurtes 
Dec, 1 § up from 
1.1 percent 
when QE2 was 
annoynced 


There are substantive economic arguments to be made 
against the Fed's new round of quantitative easing. One 
senior banker, who does not want to be quoted disparaging 
Fed policy, says he thinks Bernanke misread the psychology of 
the markets and risks undermining the Fed T s inflation^fighting 
credibility by buying bonds when deficits are so high* Yet some 
Republicans acknowledge that the latest attacks are about poli¬ 
tics as well as policy- “There is a real perception among Repub¬ 
licans that far all intents and purposes Bernanke is a member 
of the Administrationr says Mark A, Calabria, a former aide to 
Alabama Senator Richard C + Shelby, the ranking Republican on 
the Senate Banking Committee. It doesn’t seem to matter that 
Bernanke，a registered Republican, was nominated in 2005 
by President George W. Bash, or that politics used to stop at 
the Fed's front door. “The Fed needs freedom to act and act 
quickly, says Martin Neil Baily T who served as chairman of the 
Council of Economic Advisers in the Clinton Administration 
and is now at the Brooldngs Institution in Washington. “Those 
are decisions that need to be made outside politics.” 

The central bank lias come under political attack before, 
notably in the Reagan years. “The Fed faces its biggest political 
risk since Paul Volcker was chairman/’ says Lyle Gram ley, who 
was on the central bank’s board at the time. During Volcker^s 
tenure, 1979-87, the attacks on the Fed came from the left and 
right as the chairman pushed interest rates as high as 20 per¬ 
cent in 1981, crushing the economy in the process. 

Bernanke and Geithner forged a relationship during the 

peak of the financial crisis of2008-09, when Geithner was presi¬ 
dent of the New York Fed and then，from January 2009, Trea- 
sury Secretary. Together with former Treasury Secretary Henry 
Paulson, they vised the Fed J s balance sheet and taxpayer money 
to prop up the financial system and save the US, from another 
Depression, “The main thing we share； 1 says Geithner, “【s that 
we went through the searing experience of [he panic together, 
trying to design a strategy to contain it and dean up the mess af¬ 
terward. We have the bond you get from that kind of combat/ 1 

“He’s taken a lot of heat, Bernanke says of Geithner. “He 
did things I firmly believe needed to be done. We have a lot 
of mutual trust: 

The two men took different paths to their foxhole. Bernan¬ 
ke spent 17 years teaching and writing about the Great De¬ 
pression at Princeton University before becoming a Fed 


Mias 說繼嫌 麵幽 • 初通! 











governor in 2002, Geithner spent most of his career as a gov¬ 
ernment official and policymaker, honing his crisis-manage¬ 
ment skills in the 1990s as an aide to Treasury Secretary Robert 
Rubin during the fiscal meltdowns in Mexico, Asia, Russia, and 
Brazil. In those years, Geithner also helped author a hands-off 
policy toward the Fed, in which the Clinton Administration re¬ 
frained from commenting on centra] bank moves. “If there’s a 
big fight between the government and the central bank, then 
you have a problem/ 1 says Edwin Truman, who has served at 
both the Fed and the Treasury and is now a senior fellow at the 
Peterson Institute for International Economics in Washington. 
“It creates all sorts of uncertainty and financial market volatil¬ 
ity about who's on top and who's on the bottom/' 

The two share a temperament: Each is more pragmatic than 
political, and neither seems to relish the public aspects of his 
ro]e„ Geithner, says Obama strategist David Axelrod, “is kind 
of a unique character in this venue, in that he’s just here to do 
a job. He’s not looking for headlines or notoriety: The same 
could be s^iid of Bernanke, Bath have at times appeared uncom¬ 
fortable when presenting or defending their policies. (Geith¬ 
ner's plan to repair the financial system in February 2009 was 
greeted with a 4.9 percent drop in the S&P 500 Index. Ber- 
nalike admitted in September that he should have been more 
straightforward in explaining why the Fed was unable to avert 
the bankruptcy of Lehman Brothers.) Colleagues describe 


The Fed’s $600 Billion Spending Spree 

The "quantitative easing” that has brought such ferocious attacks on 
Ber nan ke is a program to buy Treasuries in hopes of reducing long-term 
interest rates. He res what Ben will be buying through June 2011. 
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them as nomdeological, which is not always an asset in Wash¬ 
ington. Geithner switched his political affiliation from Repub¬ 
lican to Independent as he moved up the ladder at Treasury. 
Alan Blinder, a former Fed vice-chairman who is now a Prince¬ 
ton professor, says he doesn’t understand how Eernanke is a 
Republican, given his lack of political orthodoxy. 

Because of their personal bond and common interest in 
protecting their economic prescriptions from political interfer¬ 
ence } Bernanke and Geithner tend to look out for each other. 
H They've wisely not allowed themselves to become Siamese 
twins，” says Senator Christopher Dodd, outgoing chairman 
of the Senate Banking Committee, “They’re coniplemendiig 
each other and utilizing the tools af their offices to enhance 
common goals-with out appearing to be sitting in the same 
boat, but rather rowing two boats in the same direction,” 

In February 2009, Bernanke took Geithner's side when the 
Treasury Secretary was fighting calls for the government to 
take over large, ailing banks-a step that Bevnanke's predeces¬ 
sor, Alan Greenspan, suggested might be necessary, Geithner's 
alternative, dreamed up on a beach in Mexico while he was be¬ 
tween his New York Fed and Treasuryjobs, was to put the big¬ 
gest banks through Fed stress tests before forcing them to take 
on more capital He ultimately prevailed, but only after a nine- 
hour White House meeting on Mar. 15 during which Geithner 
and his consigliere Lee Sachs faced down skepticism from the 
rest of Obama's brain trust, including White House National 
Economic Council director Lawrence H. Summers. 

The favor was returned later that year when Obama, advised 
by Geithner, nominated Bernanke to another four-year term as 
Fed chairman, choosing him over Summers. In backing Ber¬ 
nanke, Geithner was tavoringa new ally over the man most re¬ 
sponsible for his own rise through the ranks at Treasury, With 
the economy still fragile and Bernankecredibility with itwes^ 
tors high，Geithner felt it wasn’t the right time to make a change* 
officials say- Geithner tuck to the phones when Bernanke's re- 
nomination looked in jeopardy in the Senate last January. “Tim 
played an important role in persuading some reluctant sena* 
tors to support Bernanke's confirmation；' says Alan Krueger, a 
former Treasury chief economist under Ceitlmer who returned 
to Princeton last month, The Geithner-Bernanke alliance was 
further cemented during the year-long debate over financial re¬ 
forms, which Obama signed into law last July. Led by Geithner, 
the Administration fought off congressional efforts to rein in the 
Fed’s independence. Bernanke emerged stronger than ever, 

Bernanke and Geithner aren't fixtures on the Washington 

social scene, but they do see each other when there’s time. 
Bernanke routinely invites Geithner to baseball games at the 
Washington Nationals’ ballpark south of Capitol Hill; Geith ， 
ner has only been able to attend once，arriving in the third 
inning and leaving in the seventh. Occasionally one of them 
will have dinner at the other's house with their wives. A guest 
at one such gathering at the Geithner household: Liaquat 
Ahamed, author of Lords of Finance ： The Bankers Who Broke 
the which details the mistakes that led to the Great De¬ 

pression. Both men read the book, though Geithner found it 
so unsettling he sent Ahamed a note saying he could not finish 
it until the worst of the current crisis was over. 

As their relationship deepened, Geithner and Bernanke 
learned to understand each other through gestures, A 
knowing chuckle by Geithner suggests skepticism. The 
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financial crisis generated a number of Geithnerisms, such as 
“spray foam on the runway/’ meaning taking steps to limit the 
fallout when a financial firm crashes, “Two of Tim's favorite 
aphorisms bear repeating^ says Bernanke. “‘Li 的 about al¬ 
ternatives J and 'A plan beats no plan/ To me, these two apho- 
risms pretty well sum up what we know about, respectively, 
economics and political science^ There may be new adages to 
come + Bernanke and Geithner “were very successtui in avoid¬ 
ing a depression^ says Mohamed A + El-Erian, chief executive 
officer of Pimco in Newport Beach. Calif. “Now they have to 
be equally successful in avoiding a lost decade.” 

The risk is that the attacks could undermine the policy 
before it’s had a chance to accomplish anything. After falling 
in anticipation of the Fed's move, long-term interest rates rose 
as criticism mounted. Partly driving the trend ： investor fears 
that Bernanke^ Fed colleagues may rally gainst him ， suspend¬ 
ing bond buys or at least not extending them when they expire 
in the middle of next year* “This is going to strengthen his in¬ 
ternal opposition/ 1 says Vincent R, Reinhart^ who directed the 
Fed's Monetary Affairs Div. from 2001 to 2007. “He’s going to 
have a harder timer 

There are limits to what Bernanke and Geithner can do in 
response to the attacks. As an advocate of Fed independence, 
Bernanke doesn't want to be seen as doing Obama’s bidding, 
Obama advisers say the White House isn’t going to speak out 
now for the same reason—the threat isn’t grave enough, they 
argue, and to draw the President into the fray would only 
heighten the danger, Bernanke, for his part, must be careful 
about speaking out against Republican arguments for immedi¬ 
ate budget austerity, even though he believes such a strategy 
could hurt the recovery. If he answers their attacks, he risks 
looking like another Obama partisan. 

As a farmer central banker, Geithner is sympathetic to Ber- 
nanke's concerns and loath to comment publicly on the Fed’s 
monetary policy actions, Geithner bent that ruk after Green¬ 
span suggested the Fed was pm suing a policy of ^currency 

- weakening." While professing “enormous 

respect” for Greenspan, Geithner said the 
■irmer Fed chairman's comment was “not 
accurate description of either the Fed's 
ides or our policies/' In a Nov. 19 inter¬ 
view on Bloomberg Television's Political Cap¬ 
ital with Hunt, Geithner warned Republi¬ 
cans against politicizing the Federal Reserve 
and said the Obama Administration would 
oppose any effort to strip the Fed of its man¬ 
date to pursue full employment. “It is very 
important to keep politics out of monetary 
policy™ Geithner said. ( Tou want to be very 


The Fed in the Crosshairs 
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Votes cast for 
and against 
Q£2 at the Fed 
Open Market 
Committee 


careful not to take steps that hurt our credibility 

Obama is in an especially tricky spot. He too wants to pro¬ 
tect the independence of the central bank and avoid playing into 
arguments that Bernanke is an extension of Obama’s eco nomic 
agenda. As a result, the President was hamstrung in responding 
to attacks on the Fed’s policies from G-20 officials in the run-up 
to the South Korea summit, Obama's defense was not as robust 
as some, including Levitt, thought it should be. “The Federal 
Reserve is an independent body/" Obama said at a Nov. 8 press 
conference in India on his way to the simimit, “It doesn't take 
orders from the White House, and it’s important as a policy 
matter, as an institutional matter, that we ckm’t comment 


l _Today，the Federal Reserve has entered 
uncharted territory. Diluting the value 
of the dollar fay continually increasing ttie 
supply of money poses an incalculable iisk,’_ 

Rep. Mike Pence, Nov. 3 

M l think the Fed is injecting high-grade 
monetary heroin into the financial 
system of the world, and one of these days 
it is going to kill the patient. 91 

David Stockman，former director, White House 
Office of Management and Budget, Nov, 4 

"Fed's quantitative easing plan 
(print $out of thin air) 11 

Sarah Palin on Twitter, Nov. 7 

■■The planned asset purchases risk currency 
debasement and inflation 

Open letter from 23 mostly Republican 
economists and strategists, Nov. 15 

Tm not saying we're in an undead homicidal 
zombie market, though we may be/ 1 

■■Baruch, anonymous financial blogger, Nov. 16 

■’Such a measure introduces significant 
uncertainty regarding the future strength 
of the dollar and could result both in hard-to- 
control, long-term inflation and potentially 
generate artificial asset bubbles that could 
cause further economic disruptions. 11 
RepresentafivesJohnBoehnerofOhio and Eric 
Cantor of Virginia and Senators Mitch McConnell 
of Kentucky and Jon Kyi of Arizona, Nov. 17 

“It’s time for us to f refudiate T the notion that this 
dangerous experiment in printing $600 btiiton 
out of thin air, with nothing to back it up, 
will magically fix economic problems: 

Sarah Palin, Nov. 18 

'There is nothing more insidious that 
a government can do to its people than 
to debase its currency-*- Inflation is a killer 
of wealth Jf wipes out the middle class. 

It eviscerates the standard of living^" 
Representative Paul Ryan, Nov. 21 


Jr. 

rr. 


fes- IP ^ s^is iflM- —e I 


Mias 說繼嫌 麵幽 • 初 Ml 


















三 Jfj: 


i <? 广杂圈 




㈣ 




or^oiD^ 

d_CD 曰 QL 


n - 4^ 


ww 



STAY CONNE 匚 TED IN FARAWAY PLACES 
LIKE TAJIKISTAN, LIECHTENSTEIN, AND 
OTHER COUNTRIES HARD TO PRONOUNCE. 

DROIDS GLOBAL AND DROID PRO ARE YOUR ULTIMATE FOREIGN LIAISONS, 
KEEPING YOU CONNECTED WHEREVER YOU TRAVEL NOW MAKE CALLS IN 
MORE THAN 220 COUNTRIES, AND TEXT, EMAIL AND BROWSE THE WEB 
ALL OVER THE GLOBE, EXCLUSIVELY BY MOTOROLA AND AVAILABLE AT 
VERIZON WIRELESS, PART OF THE NEXT GENERATION OF DOES. 


CD 尸 CDlOP 广 o 


• 帑 21 

d_ 


” 遍? 


droiddoes com/global I 1.800,256.4646 


veri on \ Google 


or^oio 


DROID is j ㈣ afLLCJSt Lie ji'J 'i rt- j!&d ui'id^ 1 iuu su : 201C Vt r ion 


JeEJ£LLQCL0ml u 一 peoluMOQseu 一 ze^s 出 JJI SSBS ① J5S 


Release: StoreMags & Fantamag. Magazines for All 




or particular Fed actions" He added, U I will say that the Fed’s 
mandate, my mandate, is to grow our economy/* 

Having spent months laying the groundwork for QE2— 

starting with a Bernanke speech on Aug. 27 in Jackson Hole, 
Wyo.-Fed officials say they were surprised by the fierce criti¬ 
cism that greeted the move. In the scramble to respond, cen¬ 
tral bank officials urged sympathetic economists to write news¬ 
paper pieces, and laid out their arguments in print interviews 
and TV appearances. Bernanke went to Capitol Hill to brief 
members of the Senate Banking Committee. He has defended 
the bond purchases as a natural extension of monetary policy- 
a way to bring dawn long-term interest rates, boost growth, 
and fend off deflation. In an opinion piece in The Street 
Journal, Blinder, the former Fed vice-chai^ supported his 
old fi iend’s view, calling the bond purchases ''garden-variety 
monetary policy” and labeling the Fed's critics “the economic 
equivalent af the Flat Earth Society:’ 

The counterattack had little effect, Palin fired back with a 
letter to the 伽卿 f warning of the “clear and present danger ’， 
of the Fed “working its printing presses overtime” as the U.S. 
sinks “even deeper into debt: Some Democratic strategists 
suggest the Administration should not allow itself to be sucked 
into this fight. “They shouldn’t respond to her，” says pollster 
John Anzalone，who worked for Obama's 2008 campaign. “Few 
people have credibility on an issue this weighty，and she isn’t 
one of them; Palin didn’t respond to requests for comment. 

Bernanke is not backing down ft om his decision. While the 
economy has shown some signs of picking up 3 it has yet to 
achieve escape velocity. Growth is likely to average 2 percent 
over the last three quarters of 2010, too slow to make a dent 
in the Linemployment rate. And ifjoblessness climbs back to 
10 percent* that could sap what little confidence consumers 
and companies have, sending the economy back down* It’s 
that dangerous cycle Bernanke is seeking to break. That’s why 
the Fed opted to act despite the criticism. 

In the back of Bernanke J s mind is Japan. Both lie and Geith¬ 
ner share an interest in that coimtry’s travails-and a desire to 
avoid seeing them visit the US. "The big risk on the table is a lost 
decade like Japan；' says Mark Gertler，a friend ofBemanke'sand 
professor of economics at New York University. w Both Geithner 
and Ben are acutely aware of thad.” Geithner, who speal^Japa- 
nese ? worked as a Treasury rep in the U*S. embassy in Tokyo in 
1990-91. Bernanke wrote a scathing paper about Japan’s polh 
cies while at Princeton in 1999, then fallowed up with critical 
speeches after he became Fed governor in 2002, He focused his 
criticism on Japan’s monetary policy, accusing its central bank¬ 
ers of being too timid in tackling deflation* He suggested they 
finance a tax cut by buying government bonds* Bank of Japan of¬ 
ficials chose not to take his advice，partly out of fear such a move 
would undermine the central bank's independence. 

Geithner insists the U.S. won 5 t go the way of Japan. “We 


Geithner is set to oppose 
Republicans if they immediately 
insist on big budget cuts. 

H We can muster a policy consensus 
to avoid a large, premature 
contraction^ of fiscal policy, he says 



were much more aggressive at an earlier stage in the crisis 
than has been true for any major countryj including Japan^ 
he says. The biggest U.S. banks have been recapitalized. Com¬ 
panies have moved rapidly to lay off workers and shut dawn 
excess capacity. And policymakers have been quicker or the 
draw, with the Fed cutting short-term rates to zero in Decem¬ 
ber 2008 aad Obama pushing through a stimulus program just 
after taking office, “if you look forward from now,” Geithner 
adds, s ‘we have a much healthier balance sheet in the non- 
financial corporate sector than Japan had and a much health¬ 
ier balance sheet in the financial sector. 

Yet with all of that, the U.S- economy has not achieved a 
self-sustaining recovery. Growth downshifted in the second 
and third quarters, to the surprise of both Bernanke and Geith¬ 
ner. Just as in Japan, borrowers in the U.S. remain saddled 
with too much debt* while banks remain cautious about lend¬ 
ing, Geithner has warned repeatedly that one lesson of Japan’s 
Lost Decade is that policymakers must not prematurely with¬ 
draw stimulus. That’s what japan did in 1998, increasing val¬ 
ue-added taxes in an effort to tackle its ballooning deficit. The 
move pushed the economy back into recession. Geithner is 
determined to avoid the same thing in the U.S, and is ready to 
oppose victorious Republicans if they insist on big 3 immediate 
budget cuts, u We're fighting against that，” he says, adding, 
think we can muster a policy consensus to avoid a large ， pre¬ 
mature contraction v of fiscal policy. 

Now it’s the Fed's independence-and its willingness to do 
whatever it takes-that's being tested, H I don't think the Fed 
wants to get into a major confrontation with one of the two 
parties in Congress,” says Yin Weber, managing partner of the 
lobbying firm Clark & Weiiistock and a former Republican con¬ 
gressman from Minnesota. The outcry, he says, “is not going to 
kill Quantitative Easing 2 f but it will curtail further easing ■” 
Don't be so sure. Former Red Governor Laurence Meyer 
predicts the central bank will end up buying $1 trillion worth 
of Treasury securities-$400 billion more than planned. And 
if things get worse and the economy flirts with deflation ， 
expect Bernanke to be even more creative* Fed officials have 
already talked about the possibility of setting a specific, low 
target fbr long-term interest rates, althougli for now they've 
decided not to do that because it might entail buying bucket- 
loads of Treasury bonds. That calculus might change if the 
economy were to relapse. Then Bernanke would be imwill¬ 
ing to let political pressures curtail his monetary moves. That 
would put the Fed's independence to its biggest test yet If 
it happens, Bernanke will once again count on Geithner 
for crucial support. That's what foxhole friends are for. O 
—— Wif/i Mike Doming 
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One of the most popular tourist 
attractions in ttie world has 
two sides. Canada’s has luxury 
hotels and theme restaurants. 
America's has corruption 
and blight. A tale of urban 
renewal gone horribly awry, 

By Andrew Rice 
Photographs by Greg Miller 


Niagara’s 

Fall 

On a misty night in late October, a stringy- 
haired newspaperman bellied up to the bar 
at Frankie G% a musty dive in Niagara Falls f 
the decrepit city in western New York State 
that sits atop one of the natural wonders of 
the world* The editor, Mike Hudson, slapped 
down some cash and ordered a round of La- 
batt’s for the house, which consisted of five 
people* including the proprietor, Hudson, 
the founder of the weekly tabloid Niagara 
Falls Reporter, freely refers to his town as 
w a godforsaken place/' and it was hard to 
argue with the assessment in the neighbor¬ 
hood siuToimding the 
bar. The area is the 
worst the city has to 
offer, a place of drugs 
and crime and board- 
ed-up brick houses. 

Hudson knocked 
back a shot of Sambu- 
ca and rummaged around for his cigarettes, 
shouting epithets and contributing jokes to 
a running discussion on local politics. “It’s 
been all downhill in this town since 1969 广 
said one of the other patrons, a ruddy-faced 
man who had his first name, Fred, sewn onto 
his windbreaker. “Ever since they knocked 
down the whole goddam down town mut¬ 
tered the bartender, Frankie G, (short for 
Giaquinto), 

“That’s what everyone will tell you 
about the place 广 Hudson said later 
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that night, over plates of spaghetti at a 
local Italian joint, which was bedecked 
with photos of bumetawn mobsters and 
dead celebrities. 

Niagara Falls’ descent into blight- 
in spite of its proximity to an attraction 
that draws at least 8 million tourists 
each year-is a tale that Hudson's little 
newspaper has been telling for years, It 
encompasses just about every mistake 
a city could make, including the one 
Frankie G. cited; a 1960s mayor’s deci¬ 
sion to bulldoze his quaint downtown 
and replace it with a bunch of modernist 
tollies. There was a massive hangar-like 
convention center designed by Philip 
jolinson; Cesar Pelli's glassy indoor arbo^ 
return, the Wintergarden, which was fi¬ 
nally torn dawn because it cost a fortune 
to heat through the Lake Erie winter ； a 
shiny office building known locally as the 
“Flashcube,” formerly the headquarters 
of a chemical company and now home to 
a trinket market, Once a hydro powered 
center of industry^ Niagara Falls is now 
one of America’s most infamous victims 
of urban decay，hollowed out by four de¬ 
cades of job loss，mafia infiltration, po= 
litical corruption^ and failed get-fixed- 
quick schemes. Ginger Strand, author 
of Inverttirtg Niagara : Beauty, Power, and 
Li 叫 called the place “a history in min¬ 


iature of wrongheaded ideas 
about urban renewal/ 1 

Niagara Falls has something 
that sets it apart from other ter¬ 
minally depressed Rust Belt towns, some¬ 
thing that makes its economic failure all 
the more remarkable: those falls，the 
176-foot-tall cascade of tliunder that is no 
less breathtaking for being your grandpar¬ 
ents" honeymaon destination. For many 
years the city's route to a better future 
seemed straightforward，and it led to the 
water’s edge, where you could look across 
the border to Canada and see a brightly 
lit skyline of new high-rise hotels. “It + s 
a booming tourist mecca over there,” 
Hudson said. “Over here ， it’s a slum.” 

While the Canadians were building 
theme restaurants aad luxury suites, the 
American side spiraled downward, Niaga¬ 
ra's median household income is now just 
$30,000, 40 percent below the national 
average, and one-fifth of its 50,000 resi¬ 
dents (down from 100,000 in the 1960s) 
live below the poverty line. As of Novem¬ 
ber, unemployment was 7.5 percent, lower 
than the national average; so many have 
been out of work for so long that they no 
longer register as part of the workforce. 

There's a litany of explanations for 
this, but for the last decade, through a 
boom and a bust, several mayors，and 


A long sliadow ： 
BiMioinalre real 
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Howard Milst 咖 


“It’s a booming tourist mecca over 
there，” Hudson said，referring to 
the brightly lit skyline of new 
high-rise hotels on the Canadian 
side of the falls. “Over here, it’s a slum.” 



nonstop recriminations, a single 
constant has loomed over the 
city: the Manhattan real estate 
billionaire Howard Milstein, In 
the late 1990s 3 the municipal government 
designated a private group backed by 
Mil stein as the “master redeveloper" 1 of 
140 acres of downtown real estate. Mil- 
stein appeared, at first glance, to be just 
the man to help the city finally capitalize 
on its natural potential. He had a hotel 
and other development interests iti Times 
Square-a fabulously successful example 
of commercial reclamation-and he pro* 
posed to revive Niagara Falls along similar 
lines, as a casino-centered playground. It 
never happened. Today, Milstein is still 
sitting on an enormous swath of land, a 
ghost town of abandoned homes, shut¬ 
tered storefronts, and vacant lots in the 
shadow of a closed-dowD factory where 
Nabisco used to make Shredded Wheat, 

"Precisely because the communi¬ 
ty was so excited by the promise of 
an enormous amount of development 
over a decade ago, I think today many 
people in our community feel let down 
by their inability to build something, 
said the city’s mayor, Paul Oyster. Once 
hailed as a savior, Milstein is now ma¬ 
ligned as a slumlord by many in Niagara 
Falls. H He f s a big boa constrictor，” said 
David Crapnell, a Presbyterian minis¬ 
ter and community activist, who accus¬ 
es the developer of “bad faith: To the 
pastor, the past decade of dithering and 
decay offers a parable of the risks any 
city takes when it wraps up its redevel¬ 
opment hopes with a rich investor. 

Milstein declined multiple requests 
for comment, Anthony Bergamo* a long¬ 
time Milstein lieutenant who is the chief 
executive of the Niagara Falls venture ， 
places the blame on a dysfunctional city 
government. As the master redeveloper, 
Bergamo said ， Milstein’s role is to assem¬ 
ble and market the site to potential in¬ 
vestment partners, such as hotel chains, 
“We have met with over 150 developers/' 
he said, “all of whom declined to do busi¬ 
ness in Niagara Falls 广 

In truth ， the failure can’t be attribute 
ed to any single entity, It J s the product 
of a machine that has for decades been 
running on unfulfilled promises, from 
the public and private sector alike, just 
whirring on in an endless cycle of dashed 
hope and foiled deliverance. 

Niagara Falls used to inspire people 
to dream. In the 19th century an inves¬ 
tor named William X Love proposed to 
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build a utopian metropolis called Model 
City there, along the banks of the canal 
he was digging. His city was never built, 
and Love Canal went on to become a no¬ 
torious toxic waste site. <s Because it was 
a place that always drew visionaries and 
big thinkers, it has always showed ilie way 
that the nation is going, said Strand. If 
economic stagnation and distrust of gov¬ 
ernment are the defining features of this 
American moment, Niagara Falls charted 
the way to the bottom. 

White Elephant 

People in Niagara Falls are so angry, they 
have not reelected a mayor in 20 years. 
Things are so depressed that one of Ni¬ 
agara Falls 5 major crime problems is an 
“epidemic” of pointless arson, the former 
fire chief told a local newspaper. In late 
October, fury led many households in 
this traditionally Democratic town to put 
up yard signs that read “『m mad as hell 
too, Cari，” advertising support for New 
York’s Tea Party-backed gubernatorial 
candidate Carl Paladino, Although PaSa- 
dmo was trounced by Andrew Cuomo on 
Election Day，he took more than 60 per¬ 
cent of the vote in Niagara Comity, and 
the town threw out both of its incumbent 
Democratic state legislators, 

Niagara's original sin, old timers say ， 
was buying into a particular ideal of prog¬ 


ress, A couple of generations 
ago, when the Canadians started 
building up their tourism sector ， 
the Americans just laughed. They 
weren't going to work as bellhops, 
not when there were plenty of 
safe union jobs at the state's hy¬ 
droelectric plant or in the heavy 
industries it powered. Then, after 
the manufacturers and chemical compa- / 
nies departed, leaving behind husked fae 
taries and brownfields, a second and per¬ 
haps more corrosive delusion set in-call 
it the fantasy of the silver bullet. 

The city fathers, in their desperation, 
embraced a succession of capital^nten- 
sive cure-alls. In the 1970s they pinned 
their hopes on the convention center, 
soon to become a white elephant, while 
in the 19S0s the Gheimezian brothers ， 
who built the Mall of America outside 
Minneapolis, proposed to erect a massive 
shopping complex called Fantasyland 
right in the center of town. That idea col¬ 
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lapsed in the face of local op¬ 
position, All the while, Niaga¬ 
ra Falls kept getting poorer. 

In the late 1990s f a high- 
living Toronto real estate de¬ 
veloper named Eddy Cogan 
came to town, promoting 
the latest supposed panacea ： 
gambling. Before a packed 
house at the convention center in Janu¬ 
ary 1998, Cogan unveiled renderings of 
an ambitious master plan, produced by 
a renowned architectural firm, the jerde 
Partnership, depicting a new Niagara 
Falls of leafy plazas and scenic canals 
built around a Las Vegas-style casino. 
Cogan promised to make the city into 
“the Venice of America^ and he com¬ 
mitted to invest $110 million, if only the 
state legislature would legalize gambling. 
In return, the city government gave him 
the rights to redevelop a large portion 
of the east side of town as well as 
other concessions. 


SI 


Today, Milstein is sitting on an 
enormous swath of land，a ghost town 
of abandoned homes, shuttered 
storefronts, and vacant lots. 
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“We can apply every thing we’ve 
learned about urban design 
and planning," Milstein said, 
“We have enough money to do 
what we need to do_” 


Cogan, a brilliant dealmaker, charmed 
everyone he met, but as it turned out, he 
had a problem ； He was dose to broke, 
His contract with the city named a 
number of prominent financial back¬ 
ers, such as Lee lacocca, but they never 
gave any public indication that they were 
actually willing to invest in his compa¬ 
ny, Niagara Fails Redevelopment (NFR). 
Cogan turned instead to a deep-pocketed 
acquaintance^ Howard Milstein，selling 
him a 50 percent interest. “Eddy had no 
moneys said NFR*s Bergamo,It's easy 
to sell the dream when there's no sense 
of reality based on the financial ability 
to perform ■” 

At the time he bought in, however, Mil¬ 
stein said lie fully shared Cogan’s vision- 
“This will be the largest redevelopment 
of a city 广 Milstein told The Buffalo News 
in 1998. “We can apply everything weVe 
learned about urban design and plan¬ 
ning/ 5 He had the resources to back up 
his talk: a family fortune that stood at 
an estimated $6 billion, amassed by his 
father and uncle through investments in 
real estate, banking, and other ventures* 
“We have enough money,” he told the 
News, (< to do what we need to do!* 

Milstein had a reputation for feud¬ 
ing with everyone from the owners of 
the Washington Redskitis (after they re¬ 
jected his bid to buy, the team) to some 
of his own relatives (who in the early 
2000s forced an acrimonious division of 
the family empire). Before long, Milstein 
fell out with his partner in Niagara Falls, 
too + When Cogan ran into worsening ft■ 
nancial problems, Milstein took control, 
At the time of his death in 2003 from a 
heart attack, Cogan was still trying to 
wrest the land back, telling The Buffalo 
News that Milstein had run the project 
“oft the rails. 

When Milstein tuok over, in 
late 2002, the change in style 
was apparent at once. The bil¬ 
lionaire sent Bergamo, a to ugli- 
talking Manhattan lawyer, to 
meet with Richard Reinhard, 
the chief operating officer of 
Niagara Falls Redevelopment. As Rein- 
hard recalled the encounter, the two 
discussed strategy over breakfast at a 
dinerj the kind of place frequented by 
local power brokers, Bergamo pressed 
Reinhard to tell him who was sitting at 
each table. At the end of the meal he 
picked up the checks for the ones that he 
sized up as important and left the waitress 
a huge tip. “Bergamo said, "Rickjna town 


like this, this is how you buy people ； n Re- 
inhard, who departed the company soon 
afterward, said. “I remember it like it was 
yesterday-1 thought, oh my God'* 

,4 I don’t think it's a big thing if i buy 
coffee and eggs for somebody^ Berga¬ 
mo said in response. As he sees it, over 
the last decade, his job has revolved 
around wooing a suspicious populace, 
and there's nothing wrong with a little 
diplomacy. 

K We’re the stranger, Bergamo said 
in an interview at the offices of Niag¬ 
ara Falls Redevelopment. Sitting in a 
conference room decorated with maps 
and drawings of unbuilt buildings, he 
said that his company has been a good 
corporate citizen, donating 
money to dozens of local char ， 
ities and community groups, 
and complained that it’s been 
treated with little but scorn in 
return. “What we have here 广 
he said, “is 50 years of compe¬ 
tition to grab crumbsr 
In 1999 voters elected a new mayor 
who promised to break Milstein's already 
controversial hold on the town, impa¬ 
tient with the legislature，which had yet 
to act on a new gaming law, city and state 
authorities repossessed the convention 
center and gave It to the Seneca Indian 
tribe, skirting the law but removing the 
properly from the tax rolls. The Sene¬ 
cas turned Philip Johnson’s airy build¬ 


ing into a darkened, smoke-filled casino 
hall, and constructed an adjacent hotel, 
depriving Milstein's project of the lucra¬ 
tive anchor it required. 

Among the many proposals for a re¬ 
placement revenue generator, put for¬ 
ward by various fly-by-night impresari¬ 
os or NFR itself, are a dinosam- park, a 
boxing Hall of Fame, a Chinese-themed 
attraction called Dragon City，and an un ， 
dergraimd aquarium featuring 5,000 
creatures of the deep. “I have a file full of 
the craziest ideas 广 Bergamo said, “but 
no one comes here with any money/' 
He still claims that success is possible* 
To illustrate his point, he and his right- 
hand man，Roger Trevino, led the way 
across the Rainbow Bridge border post 
to the Canadian side of the falls. There 
they do have an aquarium—actually, a 
giant SeaWorld-Iike amusement park— 
along with a gleaming new casino con¬ 
nected to a Hilton, manicured parks, 
a wax museum, and a well-frequented 
district of strip clubs. You wouldn’t call 
it classy ； you wouldn’t call it impover¬ 
ished, either. Summing up the compar¬ 
ison ， Bergamo asked: a Why have they 
done it when we haven’t done it? Cor¬ 
ruption, Lack of vision/ 1 

Back on the New York side of the 
falls, the tour continued past some of 
Milstein's properties. There’s the hulk¬ 
ing Nabisco plant, which NFR has vainly 
offered up as a potential new convention 
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center. There’s an odd domed structure 
known locally as the Turtle, which has 
sat empty since the long-ago demise of 
its original occupant, a Native American 
cultural center. A few years ago, a del¬ 
egation from Mongolia decided that the 
building looked like a yurt and wanted 
to turn it into a museum reflecting their 
national glory, complete with a 150-foot 
statue of Genghis Khan that was to be 
erected in a nearby public park. Mimid- 
pal officials reacted coolly to the idea of 
a shrine to the Mongol warlord say 
history is history: Trevino said “Why 
judge ?，， 

Some suspect that such 
plans are not designed to be 
taken seriously. Privately, 
people in the local real estate 
industry said that MOstein ap¬ 
pears to be playing a specula¬ 
tive game, biding his time in the 
hope that some external force¬ 
like massive public investment or legal¬ 
ized gambllng-comes to the city’s rescue. 
Bergamo countered that NFR has already 
invested $55 million to acquire, main¬ 
tain, and pay taxes on its land. The title 
master redeveloper w i& not as sweeping 
as it sounds, Bergamo added ： Only a rel¬ 
atively small ， dty-owned portion of the 
140-acre site was deeded over in the orig¬ 
inal agreement, and much of the area, 
once a working-class neighborhood, was 
a checkerboard ofluts that had to be pur¬ 
chased from private property holders. 
In 2008, a highly critical report by the 
New York State Comptroller's Office ex¬ 
amined NFR's contract and the series of 
renegotiations and missed deadlines that 
followed it. At one pointy the agreement 
was amended to seta date for Milstein to 
“commence construction.’’ In response, 
the company fenced off a public play¬ 
ground within the project's boundaries, 
poured a concrete foundation, and never 
built anything further. The comptroller's 
report faulted the city for failing to ad¬ 
equately enforce its contract. Each side 
claims betrayal, but neither one seems 
prepared to go to court over what re¬ 
mains a wasteland, at least for now. 

Bergamo said that the company now 
controls about 85 acres of the total rede¬ 
velopment zone and has options to pur¬ 
chase a substantial portion of the remain¬ 
der, but is still dealing with some holdout 
owners. Some critics argue that it is in 
the company’s interest to keep property 
values depressed as it tries to buy up the 
outstanding parcels. “In the process of 
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trying to get rich ， he's causing the pain 
and suffering of other people,” Pastor 
Grapnel! said. “He does understand that 
the more the city dies off, the more he 
can get those lands far cheap/’ Milstein’s 
defenders counter that the groups criti¬ 
cal of him include some of the holdouts ， 
who are just trying to drive up the price 
of their land* The company has done 
itself few public-relations favors, though, 
through actions like closing the play¬ 
ground and a nearby public recreation 
center，both moves that sparked com¬ 
munity outrage. In 2007 an angry group 
of protesters gathered to try to 
break through a locked gate to 
the gym，and then-Mayor Vin¬ 
cent Audio charged at Trevino. 
“He said, Tm Sicilmn - it only 
takes one bullet, and then I’ll 
spit on your grave/ M said Trevi¬ 
no, who filed a harassment 
claim with the police, Anello 
acknowledges that there was a confron¬ 
tation but denies threatening violence. 

Relations between Milstdn and local 
officials have been consistently tense, 
as mayor after mayor has called on NFR 
to start building or move on. Public of¬ 
ficials who are reluctant to be quoted 
saying anything critical of Milstein com¬ 
plain that his company meddles in local 
politics and claim that he wields a blunt 
weapon against opponenis: the Niaga- 
ra Falls Reporter. Mike Hudson's muck¬ 
raking newspaper has been a staunch 
defender of Milstein and a vicious ad¬ 
versary to his rivals, pushing a bribery 
investigation of Anello (who later pled 
guilty to related federal charges) ， attack¬ 
ing the Seneca tribe and David Cardish, a 
shopping magnate who owned a derelict 
mall called Rainbow Centre (he sued for 
libel), and in one recent issue lambasting 
the high asking prices of holdout prop¬ 



erty holders under the front-page head¬ 
line ： “SHAKEDOWN!” 

Although Hudson freely admits to 
being sympathetic to Milstein, whose com¬ 
pany is also his paper’s biggest advertiser, 
he denies that he is in anyone’s pocket. 
Niagara Falls, he said, is just not the sort 
of place where you can avoid taking sides - 
Everybody knows everybody,'' Hudson 
told me，“and they’re either your friend 
or they're your enemy 广 

Left Behind 

“When does it get to the point where you 
give up?” asked Roger Spurback. 

The community activist was driving 
his beat-up minivan through the streets 
of what he calls " s one of the neighbor¬ 
hoods left behind/' Spurback meant it 
literally: As the population of Niagara 
Falls has declined by half, some areas 
have become almost totally depopu¬ 
lated, Passing entire blocks of vacant 
houses with sagging roofs and doors 
sealed off with plywood, the wiry retired 
autoworker rapidly counted off the ones 
that were condemned, ‘"One ， two* three, 
four, five,He stopped at 17, 

For the past 20 years，Spurback has 
headed the Niagara Falls Block Club 
Council, and he is encouraged that at 
least the government is starting to tear 
down some abandoned houses in order 
to manage the city J s shrinking footprint ? 
“These are the bad neighborhoods ， yes, 
but we’re dealing with them 广 Spurback 
said, his tone brightening. He called 
this “setting the table”: demolishing the 
worst of the past so that a new Niagara 
Falls can emerge at some unknown point 
in the future, perhaps with Milstein's co¬ 
operation. “It took us 40 years to get 
here 厂 Spurback said, passing a burned- 
out nightclub. “It s s going to take us IS to 
20 years to get back,” 

One thing that makes him optimistic, 
he said, is the leadership of the current 
reformist mayor, Oyster, who has brought 
a spirit of competence to City Hall "This 
is a city that has much in common with 
every other Northeastern industdal city, 
except that it’s got Niagara Falls，which 
means you've got an economic engine to 
try to create a revival^ Dyster said during 
an interview in his office suite, which 
was decorated with paintings of the falls 
and a conspicuous portrait of Frank¬ 
lin Roosevelt. “For that reason it could 
became a laboratory for change/" Poli¬ 
ticians have been making similar 
claims for generations, but Oyster 
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is a different breed; a lanky former pro¬ 
fessor of internatiuoai relations at Catho¬ 
lic University, he ran for office in 2007 on 
a platform of clean, effident governance ， 
and he has since begun to make good. 

“One of the things that I said that I 
would do as mayor would be to try and 
rebuild the city’s imaged Dyster said, 
w and to be a mayor that the people of the 
city wouldii , i be ashamed of.” Whereas 
Niagara Falls was once was a haven for 
polluters, Dyster envisions a future built 
around ecotourism. The city's largest al¬ 
lotment of the $787 billion federal stimu¬ 
lus package passed in 2009 is a $16.5 mil¬ 
lion grant to build a new train station, 
and progress is finally being made on the 
old idea of rerouting the Robert Moses 
Parkway, an underused highway that cuts 
the downtown off from the riverfront 
and Frederick Law Olmsted’s state park. 
Oyster has also tried, with some success, 
to attract companies specializing in alter¬ 
native energy to a place that was one of 
the early centers of electrification. In an 
industrial area on the north side of town, 
manufacturers such as Globe Specialty 
Metals and PEMCO are producing high- 
grade silicon and other materials that go 
into solar panels and fuel cells. 

The new watchword is ^incremental 
Dyster and other public officials are trying 
to avoid the magical thinking that led to 
ideas like bulldozing the central busi¬ 
ness district or lashing the town’s fate to 
a single developer’s wliims. “I categori¬ 
cally reject the silver bullet, said Chris¬ 
topher Schoepflin, president of the state- 
affiliated USA Niagara Development Corp. 
Man era of tightened budgets, the goal is 
modest investments in projects that are 
meant to create a differentiated identity 
for the New York side of the falls. So in¬ 
stead of Planet Hollywood，the state is 
preparing to put $4 million toward turn¬ 
ing the dosed Rainbow Centre mall into 
a culinary school and restaurant. Grants 
also subsidized a new wine bar and a con¬ 
cert hall, as well as the conversion of a 


Among the proposals for the land 
area dinosaur park，a boxing 
Hall of Fame, a Chinese-themed 
attraction called Dragon City, 
and an underground aquarium* 


derelict art deco commercial building into 
a boutique hotel* offices，and condos. 

Still, k’s hard to envision any large- 
scale revival if Milstein, who controls 
much of the town's most desirable prop¬ 
erty, refuses to budge. "Tm not saying 
that Niagara Falls Redevelop raeiit should 
give their property away, but they can't 
sit on it forever，” said Robert G. Shibley, 
founder of the Urban Design Project at the 
University of Buffalo, which has worked 
on planning issues with the city* ‘They’ve 
been notoriously difficult to partner with 
and to move off the dime, 

Dyster’s relationship with Milstein is 
chilly, and the Niagara Falls Reporter has 
attacked his administration mercilessly* 
( Td almost equate it with Obama/' Mike 
Hudson said, “He's a wonk，for sure，but 
it hasn’t produced any results.” Earlier 
this year, Charles Schimier, New York's 
senior senator and one of the most pow¬ 
erful Democrats in Congress, waded into 
the pruperty dispute，moderating a pri¬ 
vate peacemaking meeting between the 
mayor and the developer. Dyster told me 
that when Milstein was asked what would 
entice him to build something，he replied 
that it would take a billion dollars of invest¬ 
ment to get redevelopment off the ground, 
and that the government shouldn't look to 
him for most of that capital. 

Bergamo would not comment on 
what he described as “a private conver¬ 
sation^ but said; “Mr- Dyster has his own 
agenda.... They are not pro-development 
people，this present adniinistration. They 
are green people ■” 


“This used to be full of houses，” 
Spurback said，driving into the dead 
zone under Milstein’s control. 

“Even though they own them，we have 
to drive through them... every day.” 


Milstein's critics point to a pattern: 
The Milstein family is known for buying 
properties and holding them for years, as 
in the case of a Times Square parking lot 
they purchased for $5 million in the early 
1980s f clung to through a state efFort to 
CDiidemn and redevelop the area, and 
only sold in 2006, for the tap-of-the- 
market price of $325 million. Another 
family-owned property，a giant hole in 
the ground in Stamford ， Conn., has re¬ 
mained imtoudied since 1984. Many be^ 
lieve that Howard Milstein has adopted 
a similar strategy in Niagara Falls. While 
patience could ultimately work to Mil- 
stein^ benefit, as it did in Times Square, 
if doesn’t promise much In the meantime 
far the people who actually have to live 
in Niagara Falls. 

A This used to be full of houses，” Roger 
Spurback said, driving into the vast dead 
zone under Milstdn’s control. A few red 
brick ruins dotted the eerily open land¬ 
scape of grassy lots, which run right up 
to the parking lot of the neon-lit Indian 
casino, Spurback said even this empti¬ 
ness marks progress ： At least Milstein is 
tearing down the houses he bought in¬ 
stead of leaving them to rot. “They’re 
trying to work with us and trying to un¬ 
derstand that these are our neighbor- 
lioods/ 1 Spurback said, “And that even 
though they own them, we have to drive 
through them, we have to live adjacent 
to them every day/' 

When he takes the long view ， Spur¬ 
back said, he still has hope for his city. 
He concluded his tour not far from the 
development zone, at Olmsted's lush 
state park. Throngs of Asian tourists 
were walking down the path to the Ter¬ 
rapin Point overlook to the falls, where 
they stood and gawked at the water roar¬ 
ing over the precipice atid tumbling into 
the roiling pool below. The mist caught 
the sun and made that famous rainbow. It 
reached up toward that tantalizing Cana¬ 
dian skyline, before dissipaiing into the 
air, a little short of prosperity. © 
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Son 
[You 
Here 


Adam Kliiger isa •:: 
budding music mogul 
His favorite song? * 
Thatdepends 
on who’s buying. 

By Burt Helm 
Photographs by 
Peter van Agtmael 


Adam Klyger is In a hurry, and this Ford 

Explorer won’t get out of the way of his 
Bentley. He f s driving north from Miami 
to a music video shoot in Fort Lauderdale 
featuring both his new recording artist 
and his corporate client. It's 3 p.m. The 
shoot doesn’t start until after 4, but still. 

Kluger muscles his black coupe almost 
on top of the SUV's rear bumper. “The 
music industry’s very laid back while I’m 
very, very aggressive； 1 he says, clutching 
the wheel and his BlackBerry in a two- 
handed grip that lets him type and 
tailgate. He’s 24, short, lean, and 


萬 Wish 


Mags & Fantamag. Magazines for All 

























December 6 — December 12,2D10 

Bloomberg Businessweek 

Prince {seated) 
with Kluger 
andJRandall 
(far right) 

talks as fast as he’s trying to drive* “I just 
need to get stuff done immediately." 

In the past two years, Kluger has built 
a boutique agency that's become a con¬ 
duit between the revenue-needy music 
business and a growing source of cash: 
consumer brands. Those who have seen 
the parade of products in Lady Gaga's 
Telephone video (table) have gotten a 
taste of The Kluger Agency’s work. With a 
check and Kluger's help, products end up 
in music videos, lyrics, even song titles, 
Kluger^s newest project is manag¬ 
ing a pop singer, an aspiring teen idol 
named jRandall. To build buzz, Kluger 
hired Grammy-winning singer T-Pain 
to appear in JRandall’s video and sing a 
verse for the song f a dance track called 
Can*t Sleep. Kluger^s funding the music 
and video production both by the tradi¬ 
tional method (with JRatidall’s label, Poe 
Boy Music Group) and with money from 
Zoosk, a dating website and one of his 
agency's clients- 

Singers have name-checked brands 
since before Jan is Joplin asked the Lord 
to buy her a Mercedes-Benz, But the 
practice of advertisers paying for a men¬ 
tion in songs has exploded. get calls 
on country, rock + n + roll-to day it’s across 
the board, in every gen re of music/’ says 
Brooke Wilson, head of music entertain^ 
ment at The Marketing Arm, an agency 
that deals in endorsements. This year 
she got State Farm’s logo into a video 
by rock band OK Go. i£ lVs really start¬ 
ed happening in the past S to 7 years. 
It comes down to the labels not having 
enough money and needing other ave¬ 
nues to promote themselves.” Kluger's 
specialty is bringing product placement 
to niche brands and fledgling artists, not 
just big products and stars. 

Approaching Ft, Lauderdale as Can't 
Sleep blasts through the Bentley 's 1,100- 
watt speakers, Kluger talks abooi repli¬ 
cating JRaadall, who got a placement 


entirely on brand dollars, He wants to 
party with bh pals in the Ford Excursion 
siretch limo he just bought. There's so 
milch to do, it hints. call it my burn" 
ing ambition: Kluger says, still riding 
the Explorer's exhaust pipe, u lt literally 
pains me. Like，really pains me 广 

Before the cars and the rock stars ， 

Kluger grew up in Tampa, the distract ， 
ible son of a jeweler father and a mother 
in the apparel business. While other stu¬ 
dents sat attentively in dass ? Kluger doo¬ 
dled business ideas. After school hours 
he bounced around fast-food jobs and 
sold knives door-to-door Childhood pal 
Joel Cardieri remembers the few weeks 
Kluger worked behind the counter at a 
local Boston Market. “He + d say things 
like, Tin not going to be here long. Some¬ 
thing^ going to happen soon, I feel it!’ ” 
Kluger says he*s always been obsessed 
with pop music. He recalls coming home 
from camp in 1999 with a song stuck in 
his hesid-Summer Girls, a bubblegum 
rap ditty with brand-conscions lyrics 
such as “I like girls that wear Abercrom¬ 
bie & Fitch. 1 ' The song made him want to 
dance-and shop. “I was like, I gotta get 
Abercrombie & Fitch!" he says. 

In 2006, after attending a two-year col¬ 
lege in Gainesville, he moved to Los Ange¬ 
les and enrolled m a for-profit vocational 
school to learn how to make it in music. 
Ashe sat through classes on royalties and 


brands 


audio engineering, he got a sense of just 
bow much the recording industry was suf¬ 
fering, If it wasn't file-sharing sites obliter¬ 
ating CD sales, it was Apple tearing apart 
the album model by selling songs for 99c. 
w No one was making any moneys says 
Kluger, “And I was like, 'I like money/ H 

The one music-business trend that 
caught Kluger's attention was product 
placement. Ever since Busta Rhymes' 
Pass the Courvoisier became a hit in 
2002 - causing sales of the cognac to shoot 
up-artists and marketers had awakened 
to the possibilities of “brand drops/' to 
use Kluger’s term, Kluger's thoughts drift¬ 
ed back to Girls, How many kids 

felt the urge to shop at Abercrombie & 
Fitch after hearing that song, as he had? 
(Abercrombie & Fitch says it didn't pay 
for the mention.) Kluger says he quit the 
LA. school after a semester and a half. 

Beginning in early 2008, with no 
useful connections and a surplus of 
nerve, he started calling companies tell¬ 
ing them he could place their brands in 
pop songs. Then he called the labels ， tell¬ 
ing them he could get brands to pay to 
be in their artists' songs. “There’s a bit 
ofbullsh —g you have to do to get in the 
door,” Kluger says. 

In the summer of 2008, after “about 
400” such calls, Kluger got a break. He 
reached the head of marketing far In¬ 
terscope Records, Steve Berman, whom 
Kluger had heard of only because ofhis ap¬ 
pearances on Eminem albums. (They had 
goofball skits wliere Berman would berate 
Eminem for recording vile, unmarketable 
music*) “Steve Berman said, ] dont know 
about your company^ 1 don't know about 
your brands, but I have a video，”，Kluger 
says. Beautiful Dirty, Rich by a new artist 
named Lady Gaga* was going to shoot in 
just a few days* 

Twelve hours later, Kluger signed his 
first client, Vixen’s Visions, a maker of lin¬ 
gerie and “sexy club wear:’ The re¬ 
sulting placement was near the end 


deal before he released his first album. 


Kluger started by telling companies 
he could place their in songs; 

then he told record labels he could 
get them money for the exposure 
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German One-hand Watches 、• 

Bomdesign 

U N024 ^Sf ’ !k 


tLl US$380* tR> US$450 


miftWT DCCPruc 

1-866-75-RUFUS 
info@rufuslin.com 
FREE shop-iHiome catalog 




vwww^rufuslin xom fref shipping worldwide 
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Logoco^eJ 



LOGO DESIGN 


Unlimited Di^gns 
b3 Day Turnaround 
» S D#sl^htr« 


WEB DESIGN 


y a lic^tlng-Drtven 
Rrv^lms 


Consulting Service 


fk 


Is your supply base global ? 

Is your supply chain optimized ? 

SCW Commerce — Global Sourcing Consulting 
info@scwconnmerce.com I + 678 855 7059 


Marketplace Advertisers 


Bloomberg 

Businessweek 

Marketplace 

For Marketplace advertising 
information, email: 
MMiller@classifiedinc.com 
or call...312-464-0500 


Business Services 


SOURCING SERVICE 
TO CHINA 

(Davtcf Chang, CPA 20 yrs experience) 

Liaison office set-up, Import/Ex- 
port, Production, Shipping (door- 
to-door), Joint venture audit 
Project feasibility study, Scrap 
metal export and selling your 
products in China. 

da vide ha ngepa® yahoo.com 
www.davidctiangcpa.com 

No phone caffs., please 
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2011 SILVEf 

AMERICAN EAGLES 

"TFhe anticipated pre-release of the new 2011 Sl(ver 
American Eagles i$ here! For a limited time you con 
order this extraordinary coin at special pre-release price … 
only $29.95. In addition, order today and shipping is FREE. 

(800) 323-5055 

*Any rise in the price of silver could coles increase in offered price. 

Shipn'iurtl PcfiSrlg U.S. MmL EiliinaLed MrJ J^fiiidry 3011 

5 - tSAUE a?25 EAST1.X E-REEWAY * BEAUMONT TX 7?70S IC# 2BW1Z10 


Exercise Machines 



EXERCISE IN EXACTLY 

4 酬 U 了 B.PER 隱 







EXPENSIVE BUT FANTASTIC! 

Same or better results in exactly 4 minutes on 
the ROM Machine as from 60 to 90 minutes 
in a gym … unbelievable but true! 

That's why over 97% of people who try 
the ROM for a 30 day rental buy it, 

Rent the ROM Machine 
for 30 days to test it. 

Rental applies to purchase. 

Order FREE DVD - S18.504.6450 
www.ROMmachine.com or www.QuickGym.com 

In business over 20 years * Over 5300 machines sold 
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For Ad Rates and Information Phone ： (312)464-0500 • Email ： MMilter@classifiedinacom 
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Lady Gaga’s 
Telephone 
Brand Parade 


Kluger 

negotiated the 

Plentyoffish 

pl^qement 



Ore, a bn 
founded 
label s cl- 


label s chairman, 
Jimmy lo vine 

of the video as Gaga uses a Vixen's Visions 
shopping bag to dump cash on the floor. It 
was one second long. Muger won't specify 
how much money changed hands in this 
or any ensuing deal, other than to say that 
his commission is up to 23 percent. Ac¬ 
cording to clients, fees typically run be¬ 
tween $40,000 and $250,000 per place¬ 
ment, depending on the artist. Getting a 
brand into song lyrics can fetch $500,000 
and higher, (Berman did not return re¬ 
quests for comment; Vixen's Visions Presi¬ 
dent Tony Paris Sr, says he’s pleased with 
Kluger’s work*) 

Kluger quickly turned his Interscope 
relationship into a new deal. This time the 
product was Drank, a soft drink named 
after the slang term for a soda and co¬ 
deine -cough-syrup concoction popular in 
the hip-hop scene* Multi^platinum super- 
star and Interscupe artist Lil Wayne often 
rapped about the latter beverage. Kluger 
approached Drank founder Peter Bianchi 
about getting the non-narcotic Drank into 
music videos by Lil Wayne and other In¬ 
terscope talent, Bianchi says he liked the 
idea and signed a multi-video contract. 

Kluger celebrated by taking a month¬ 


long cross-country trip from L.A. to Flor¬ 
ida in a Mercedes SL500 convertible. He 
was so happy to be back with his old high 
school friends in Tampa, he decided to 
move his business to Miami, just a few 
hours’ drive away. 

By April 2009, Kluger landed a Drank 
placement in the video for Sugar by Flo 
Rida. At the shoot, Kluger met Elric 
Class 5 ' Prince, the chief executive of Poe 
Boy, Flo Rida J s label. Prince had just re¬ 
ceived an object lesson in the power of 
product placement. The previous summer. 
Flu Rida had a smash hit, Low, which men¬ 
tions Apple Bottom Jeans ， Reebok, Cadil¬ 
lac, Remy Martin and Ilennessy cognacs, 
and Patron tequila. Another hit. Forever, 
by R&B singer Chris Brown, had the line 
Double your pleasure, double your fun/' 
the old Wrigky’s Doublemint gum jingle. 
Crucial difference: Brown had a multi mil- 
lio tv dollar endorsement deal with Wrig- 
ley; Flo Rida recited his favorite consumer 
goods gratis* “Never again 广 says Prince. 

Kluger S s relationship with Prince 
has evolved into a sort of “marriage, 
as Prince puts it. Kluger brings brand 
prospects to Prince; Prince gives Kluger 
access to artists and managers on the Poe 
Boy label and throughout the industry. 
Earlier this year，Flo Rida and T-Pain 
recorded a song called Zoosk Girl, about 
the attractive women they meet on 
Zoosk. Prince, nfieanwhile, asked Kluger 
to manage JRandall, a singer from Delray 
Beach be had recently signed. 

Kluger says he’ll reach $5 million in 
revenue this year. !n March lie secured 
an investment from Hadley Capital, a pri¬ 
vate equity firm in Wilmette, III. He used 
the funds to hire a four-person sales staff 
and lease a 3^000 - square-foot office in 
downtown Miami. Then he got himself an 
Aston Martin Vantage convertible* 

On the set of the Csn r t Sleep video, 

[kluger paces asJRaiidall puts on his first 
costume, a sexy fireman’s outfit. Like 
pop star Justin Bieber, Kluger T s 23-year- 
old talent has dreamy hair and elfin 
good looks. But the lyrics of JRandall, 
who played a lifeguard last summer on a 
late-night cable series called Beach Heat ： 
Miami, are more overtly sexual than Bie- 
ber's. Kluger hopes teenyboppers “hop on 
the J Train” as they get o]den he says. 

The shoot is inside the Sawgrass Mills 
mall near Ft. Lauderdale at a kid-friendly 
attraction called Wannado City, com¬ 
plete with a min I-courthouse, carnival 3 


fire truck，and a building that looks like 
if is on fire. The concept of the Can*t Sleep 
video is an homage to Little Monsters ，the 
1989 comedy in which a monster under 
the bed befriends a little boy + In this ver¬ 
sion JRandall befriends a girl-who's up 
late surfing zoosk.com-and whisks her 
away to an underworld，played by Wan- 
mdo City and a lot of smoke machines. 
According to Kluger, Zoosk paid “in the 
mid- to high six figuresto appear in the 
lyrics and video for Can't Sleep, and one 
other JRandall song, OoLa La. (Zoosk de¬ 
clined to comment*) 

The Zoosk fee more than covers the 
production costs for both videos 3 and 
Kluger is lining up other brands, too. He 
tells JRandall that a prospective sponsor 
for the OoLa La video will be on hand. 

“It’s a cream liquor^ says Kluger. 

Randall stops picking through a table¬ 
ful of sunglasses. “Cream liquor? But Ym 
allergic to dairy.” 

“It doesn’t matter, you’ll love it! ,f 
Kluger replies* 

Between takes, Kluger pumps his fist 
and yells c Tm Zooskin，For Love!”（a line 
in the song). Just as the borning-bujlding 
scene wraps. Prince gets a message on bis 
phone, T-Pain has arrived. 

Stars such as T-Pain, who’s had nine 
songs un Billboard's Hot 100, are a core 
part of Kluger and Prince's marketing 
strategy. The addition of T-Pain"s trade¬ 
mark auto-tuned voice (he sounds iike a 
singing robot) will ensure that JRandairs 
single gets lots of radio play and YouTube 
views. (The other single, Oo La La ，has a 
guest appearance by another star, Akon.) 
Kluger and Prince managed to get T-Pain 
because Flo Rida had worked with him 
before, and Kluger arranged a placement 
deal for one of T-Pain’s budding artists. 
To seal the deal, says Kluger, “E-Class 
bought him a watch. 

As T-Pain, wearing a tracksuit and a 
necklace bearing a ruby-a n d-d i a mo nd - 
encrusted Kool-Aid Man，gets ready for 
bis close-up, Kluger turns his atteniion 
behind the camera, Chris Hansen, one of 
his salespeople, has brought in the pros¬ 
pect from Cream, the “cream liquor^ (ac¬ 
tually a 30-proof whipped cream). Hansen 
is telling the Cream guy, who looks star- 
struck, “You can get the big star for the 
up -an d-c o mi ng- artist price!” It's a good 
pitch. And it seems to work, “There’s no 
better way to get your brand out there, 
the prospect says，staring at T-Pain . 

Kluger breaks into a grin. O 
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South Korea: 

Greener, smarter and more colourful 



South Korean 
companies are 
improving the quality 
of people's lives with 
greener, cleaner 
technologies 

A s South Korean indus¬ 
tries pursue quality over 
mere output，companies 
are asking themselves the 
question: "'Would it improve the qual¬ 
ity of life tor our users if the product 
was created with a mind towards be¬ 
ing friendlier, greener, smaiter and 
more colorful?” 

In an attempt to redefine innovation 
in product development, South Kore¬ 
an companies are increasingly aiming 
at cieating technologies th^it improve 
th& quality of people's lives. 

With the highest broadband penetra¬ 
tion in the Asia-Pacific legion, and 
ranked No. 7 glohatly, South Korea 
is an idea] place tor technology com¬ 
panies. such as Samsung to trial key 
products before their global release - 
a perfect test-bed for green work con¬ 
cepts such as tele-working and video 
conferencing that create opportunities 
for South Korea to be at the forefront 
of the information and communica¬ 
tion technology (ITC) revolution. 

South Korea is not only interested 
in making industry greener; it is a]so 
providing the technology that will 
make for a greener world. 

South Korea is a world leader in the 
field of renewable energy. Solar ce]l 
production reaches one gigawatt per 
year at the end of 2009 and companies 
such as LG and Samsung have already 
moved ahead and begun production of 
crystalline silicon cells and modules ， 
providing a vital motor force to the 
nascent industry. 

LG Chem, South Korea's largest 
chemical company, mean while, is 
making a h\g impaci on the global 
auto industry by producing electric 
car batteries. Extending its chemical 
expertise into high-tech areas, it has 
been securing contracts to supply Eith- 
ium-ion polymer batteries with CiM 
and Renault as well as with Korean 
automakers such as Hyundai and Kia 
Ffyundal Motor Co recently nil- 
veiled the company’s and South Ko, 
rea's first Full Speed Electric Vehicle 
(FSEV) named 'BlueOn/ opening a 
new era in eco-friendly technology. 
BlueOn hoasts a maximum 叩 eed of 


130km per hour and can reach 10[)km 
per hoLir in just 13. J seconds, bet¬ 
ter than some petrol-driven models 
in the same class. It can travel as 
far as 140km on a single charge, it 
also accommodates dual recharging 
methods: 220V household power and 
a 3S0V industrial-strength power, 
which promises quick recharging 
speeds. Using household power, the 
battery can be fully recharged within 
six hours. Under the quick charge 
method, however the battery can be 
recharged to about SO per cent of its 
capacity within 25 minutes. 

Hyundai is planning to provide 
30 BlueOn vehicles as test fleets to 
various government organisations in 
South Korea, promoting the country's 
eco-friendly image at the upcoming 
G20 summit. 


Coupled with these innovations ， 
South Korea T s hopes for a gr&en future 
also hinge on the use and production 
of high density memory in semicon¬ 
ductors, bringing significant power 
savings to data centers, server systems 
and high-end laptops. Samsung Elec¬ 
tronics has begun mass producing the 
industry's first low-power four giga- 
byic DDR3 devices using 40 nanom¬ 
eter class process technology. Sam¬ 
sung Electronics and Kynix, currently 
ranked first and second respectively 
in global market share in the DRAM 
market, together dominate the sector 
with 54.1 per cent global share. 

Adding colour to consumers 1 lives 
has been a byword for the South Kore¬ 
an display industry since it rose from 
relative obscurity just a few short dec¬ 
ades ago to its dominant position in 


the world market today. It was one of 
the few sectors to survive the down¬ 
turn with ease，recording a continuous 
snip!us up to 2009. The LCD Big 2s, 
Samsung and LG's combined took 
more tlian 50 per cent of the global 
LCD miiilcet share. 

As Korean industries perfect their 
products, cutting edge technologies 
are continuing to find friendly, smart 
green and colorful solutions that im¬ 
prove the quality of life for users 
around the world. 
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What to do wiien 
you^re grounded. 
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The Sick-Day Bounty Hunters 

As an alarming number of workers play hooky, corporations are 
clamping down-and calling in the detectives. By Eric Spitznagel 


Illusiration by Marcos CliLii 
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Etc. Hooky Detectives 


R ick Raymond parked his black 
Kia SUV behind a row of trees and 
peered out at his target. It was 4 a.m. 
on a recent morning, and Raymond- 
a seasoned private detective who 
lias worked roughly 300 cases，from 
thieves to philandering spouses-was closing in on a 
different sort of prey* Recently, Raymond has come 
to occupy a new and expanding niche in the surveil¬ 
lance universe. Corporations pay him to spy on work¬ 
ers who take “sick days” when they may not, in fact, 
be sick. Such suspicion has led Raymond to bowling 
alleys，pro football games, weddings, and even funer¬ 
als. On this morning it has taken him to a field outside 
the home of an Orlando repairman whose employer 
is doubtful about his slow recovery from a car acci¬ 
dent. Although Raymond tries to be impartial about 
his subjects, “SO to 85 percent of the time 广 he says ， 
^there's definitely fraud happening/^ 

Playing hooky without getting caught-as immor¬ 
talized in the cat-and-mouse skirmish between Ferris 
Bueller and Principal Rooney in Ferris Bueller^s Day 
Off-used to be an adolescent rite of passage, Now it 
has given rise to a thriving industry, with stem legal 
precedent to back it up. In 2008, Raybestos Prod- 
nets, a car parts manufacturer in Crawfordsville ， lnd, s 
hired an off-duty police officer to track an employee 
suspected of abusing her paid medical leave, When 
the employee, Diana Vail, was fired after the cop pro¬ 
duced substantial evidence that she was exploiting 
her benefits, she sued Raybestos. In what became 
the landmark case for corporate snooping, the 7th 
U. S + Circuit Court of Appeals dismissed her law¬ 
suit, A panel of judges declared that while surveil¬ 
lance fi may not be preferred employer behavior/* 
it wasn't unlawful. According to Susan W, Kline, a 
partocrat the Baker & Daniels law firm in Indianap¬ 
olis 3 the case ^encouraged [companies] to consid¬ 
er hiring their own private detectives," It also set 


Ferris BueLler, the Che Guevara of li ⑽ ky players, 
and his nemesis，£d Rooney 


57 percent 

employees 
aretakii^ 
sick days 
when 
theylrenot 
actually sick 



a precedent, she says, that “reasonable suspicion J, 
is sufficient justification for employer spying. 

Such techniques have become permissible at a 
time when workers are more likely to play hooky. 
Kronos, a workforce productivity firm in Chelms¬ 
ford, Massrecently found that 57 percent of U.S. 
salaried employees take sick days when they're not 
really sick-a nearly 20 percent increase from statis¬ 
tics gathered between 2006 and 2008. Talcing such 
risks amid an economic meltdown，suggests Kronos 
Senior Director Joyce Maroney, has less to do with 
foolish confidence than a general lack of enthusiasm 
for work. ^People are staying in jobs they don’t like 
because of a fear that there won't be another job out 
there/' she says, '"With less job satisfaction, there’s a 
greater propensity for siettime abuse. 

That's great news for the corporate surveillance 
business, Alliance Worldwide Investigative Group, a 
private investigation firm in Clifton Park, with ex¬ 
perience in corporate sleuthing, charges $75 per hour 
per investigator. And those hours add up. According 
to Alliance Chief Executive Officer and founder Mario 
Pecoraro Jr” successful surveillance requires estab¬ 
lishing a pattern of activity that, he says, “can some¬ 
times require multiple days, or even weeks.” 

Perhaps this is because workers have become in¬ 
creasingly inventive with their sick-day tomfoolery, 
This summer, Middletown (Pa + ) schoolteacher Leslie 
Herneisey-a three-time Teacher of the Year nom- 
inee-was arrested and charged with lying to col¬ 
leagues about having an inoperable brain ainior so 
she could take extended sick leave. In 2009 four fire¬ 
fighters in Haverhill, Mass*, were suspended after a 
private investigator, hired by the mayor, caught them 
attending hockey games and engaging in other bla ‘ 
taady non-sick-day activities. 

They are not alone in their ambition. Earlier this 
year, Raymond investigated an employee at a Florida 
health organization who called in sick with the flu 
for three days. As Raymond discovered, she was ac¬ 
tually visiting the Universal Studios theme park. H On 
some of those roller coasters, they take your picture 
at a really sharp turn, and then you can buy it at a 
kiosk/' Raymond recalls, “She went on three ride^ 
and I bought all three of her pictures, which had 
the date at the bottom. 5 ' When confronted with the 
evidence by her employers, Raymond says her first 
response was, ^That's not mer After they played 
Raymond’s video of her volunteering at the theme 
park’s animal show，her only defense was，“I don’t 
even remember that!” She was fired. 

While some employees may be less engaged in 
their jobs, many are increasingly interested in new 
and creative ways to get out of work, H It J s all about 
technology these days，” says Frank M, Ahearn, a New 
Yorbbased equal opportunity “privacy consultant” 
who has helped employers “catch people who were 
supposed to be at work” and advised others on elud¬ 
ing their bosses- “If you understand how to use tech¬ 
nology effectively, you can appear to be anywhere/ 1 
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Missing Persons 


No matter the business, every manager has to deal with self-serving employees capable of slacking off or deception. 
Sometimes ， though, it's the top dog who’s playing hooky-or just asleep at the wheeL ByNeil Janowitz 


George W. Bush 

Former Presidem, 
brush-clearing enrhusiast 
During twot^rms, Rush 
spent 487 days at Camp 
David and 490 at his 
Crawfoid ranch. One-third 
of his Residency was thus 
spent "working from home" 


Lindsay Lahan 

Delinquent actress 
After she often no-showed 
during the shool ol 2007 s 
Georgia Rules, the CEO of 
production tompcmy Morgan 
Creek sent a letter chastising 
her for such lame excuses 
as exhausiion: 


Mamiy Ramirez 

MLB mperstar 
Playing for die Ked Sox in 
2003, he was out sick during 
a series against the Yankees. 
Thoii^ not sick enough to 
stop him fi om socializing with 
the Pinstripes' Enrique Wilson 
at ihe Boston Rkz-cklloii bar. 


Jimmy Cayne 

Former CEO t 
Bear Steams 

The Bridge Grand Master fa¬ 
mously departed fora tour¬ 
nament as his firm-and its 
nearly $400 billion in assets- 
flirted with bankruptcy and 
sen I Wall Sltieei imo chaos. 


J 狀 k Phillips ;inil 
Harold Bride 

Radio operators^ Titanic 
The duo were lasted with 
handling radio messages 
for the ship's 2,220-plus pa&- 
sengers 』 Unfortunately, 
they didn't heed significant 
iceberg warnings. 



t ■夤 


_ , 



he says. Ahearn once had a client who issued each 
of his employees a cellphone with a GPS tracking 
system* “He thought it was foolproof/ 5 Ahearn says* 
That was until the boss learned one employee had 
FedExed his phone to a hotel where he was sup¬ 
posed to be staying on a business trip. Instead, the 
worker opted for an exotic vacation, “rrs a duel be- 
tween bosses and their employees；' Ahearn says. 
“Whoever has better technology usually wins/" 

One popular toy among the adult Ferris Bueller 
set is the SpoofCard, Sold on the Internet by Toms 
River (NJ.)-based TelTech Systems, a SpoofCard 
allows users to select any 10-digit number to appear 
on the phone of the person they’re calling* When 
their customer calls in sick, the boss will see this 
number on the caller ID and assume the employee 
is at home in bed when he may actually be an line 
at the Matterhorn, or on the beach in Hawaii. Meir 
Cohen, president of TelTech Systems, insists Spoof- 
Cards don’t pose any ethical dilemma, “We’ve had 
people misuse the technology occasionally for illegal 
purposes/' he says 3 “but the majority of people use 
it to protect their privacy. If you have a boss that’s 
prying into your personal life, this is a great too 】： 
Cohen also offers a chance to offset the SpoofCard 
with a new TelTech product ， LiarCard, which uses 
voice analysis to determine if a caller is being dishon¬ 
est. “We have companies that use tlie Liar Card for HR 


“It’s a duel 

between 

bosses 

and their 

employees. 

Whoever 

has better 

technology 

wins” 


purposes/ 1 he says, 4i to find out if their employees are 
lying to them" Cohen doesn’t mind selling a service to 
one customer that’s designed to entrap another. “We 
want to help everyone/' he says + 

Cohen may have a point-sometimes even corpo¬ 
rate surveillance experts need watching. When he 
was working as a training director for a large detec¬ 
tive firm, Rick Raymond once sent a rookie investi¬ 
gator and a seasoned veteran out on a routine job. 
Instead, the two opted to get drunk and watch foot¬ 
ball at a nearby Outback Steakhouse, Later that day, 
a secretary from Raymond’s firm went to lunch at the 
same Outbade and witnessed both detectives drink¬ 
ing beers and eating cheese fries, “They were there 
before she showed up/’ he says,、md they were still 
there, watching football and drinking beer, two hours 
later/' When the pair submitted their surveillance logs 
for the week, both failed to mention their afternoon- 
long repast. Both were immediately fired. 

As the sun rises over Orlando, Raymond's still sit¬ 
ting in bis> SUV 3 watching his repairman. He's now 
come to appreciate the employer-employee relation¬ 
ship. remember one worker who created an elab¬ 
orate hoax to go on a cruise when he was supposed 
to be sick,” Raymond says. “When he was shown the 
video surveillance Vd done，he actually said to his 
boss, ( I can s t believe you’d be so sneaky/ The hypoc¬ 
risy is amazing!And it’s great for business . ❻ 


Jr. 
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Etc. Navigator 

The (Airport) Nightmare Before Christmas 


Dont let an extended travel delay ruin your vacation Avoid terminal hell and take in these 


New Jerry's Newark liberty Infematlonal 


Dallas Fort Wortli International 





— 





wmtm 



Kill time during a long delay by visiting Ellis Island and the Statue 
of Liberty. From the airport it’s about 10 miles to Liberty State Park 
Cl Aiidrey Zapp Dr” Jersey City), Ferrying to Ellis Island ($L2) and taking 
in the sight of Lady Liberty can be done in an hour. The park also 
houses one of the area's coolest museums, the Liberty Science Cento" 
C$15,75; 222 t krst*y City Bivcl r ) r Refuel at Tommy's <900 Second Ave r » 
Elizabeth) for true Jersey takeout ： the Italian liotdog. 


ft 


Head 2D minutes soutli to Arlington 5 home of the new O>wboys Stadium 
(900 E, Randol Mill Rd.), Sign up for a VJF tour ($27.50) of the venue , which 
gives you a peek at the locker mom\ press boxes* and artwork from. Lhe art 
collection that decorates the $1,2 billion stadium’s walls, Arlington is also 
hume to Putager Cafe (315 S. Mesquite St,)- Slow Fotxl apostle Cynthui 
Chippindale serves locally souiced, home-cooked food. Prices 
are suggested, but \fs up to patrons to determine the meal's worth. 




San Francisco Infentalioiial 


Chicago's Midway International 



Coyote Point Recreation Area (1701 Coyoie Foini Dr. s S^n Maleo), a 
» ftTO-acre compJex with hiking trails, beaches，and a wildlife muaemii, 
d^ht-minute drive south from SFO, Take ajo^ on the beach, where 
you can watch windsurfers and kayakers set against views of San Fmncisco. 
On the way back to the airport, stop at In-IN-Out Burger (II Kollins Kd, 
M[]lbrae)- Splurge on a $332doubk-double-Lhai s a iwo-p^^ly burger, 
you East Coast philistin^s. It beats anything at the SFO food courL 



From Midway, il sa 20-minuie drive east to Frajik Lloyd Wright s Prairie 
School style Robic House ($15; 5757 South Woodlawii Ave. ± Chicago). From 
there, tour the Museum of Science imd Imiustry ($2035 ； 5700 SoutK Lake 
Shore Dr), home to objects such as the world's lai^est pinball 
machine. Try nearby New Orleans-style restaurant die Big Easy m 
(1660 Rasi 55lh SU>. h server a selection of microbrews thai 
you won't find at an airport watering hoJe, ^ 1 


Slcy Mall Alternatives 


Don^t let a grounded flight affect holiday shopping. Purchase 
presents before pushback at these airport boutiques. 


! 4 W 


SFMOMA MUSELMSTORE, 

SAJN FRANCISCO INTERNATIONAL 

Located in the airport’s Main Hall, this 
shop has everything From stocking 
stuHfers tej a $242 beaded glass necklcice. 
Proceeds benefit SFMOMA. 
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Delayed travelers m,iy nol have Lime io play nine holes on one of the five 
championship golf courses at Doral Golf Resort and Spa (4400 NAV. 87th Ave.. 
Miami), However, the complex-jiist a 12-Tn3nute tarn ride west from 
the ail port-^Ilows antsy travelers another relaxant ： Dorars driving 
range has an unlinuted-balls policy. JTie resort also has a 52,000 
square-foot spa, where you can boot a 50-minme citrus-mango 
scrub ($130), and a new Latin-themed steakhous^, JVlcsazul. 



You c^n explore automobile history al ihe Henry Ford Museum in 
suburban Dearborn ($15 ； 20900 Oakwood Blvd.) f just 16 minutes from 
the airpurt. The collection includes the Eosai Parks bus and President 
.John K Kennedy^ limo. Tour the Ford Rouge Factoiy, where the 
company has been makii^g cars since 1917, Dearborn is also home 
to (he Ar&b American National Museum (13624 Michigan Ave-}- 
and fantastic baba ghanoush at Al-Amccr (12710 West Warren Ave„). 





POWELL’S BOOKS, 

PORTLAND <ORE,> IMERI^ATIONAL 
This Poi tland-based chain is the world's 
Jargest independent bookstore^ with an 
impressive sel^cLian of new + used* and 
out-of-print titles. 



MUJI TO GO t 

NEW YORK CITY.S JFK INTERNATIONAL 

Japan's utilitarian design company ha^ 
a location in JKICs Internaitioiial J erminaJ, 
Pick up a souvenir such as the $14 
New York in a Bag. 
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nearby attractions^^ Geraldine Campbell 

Hartsfield-jacksoti Atlanta International 



Hop on the MARTA, Atlanta's commuter railway，fora 16-minute ride to the 
Georgia Aquarium ($26; 225 liaker St, MW), With S million gallons of water 
^ ajid more (han 100^000 species of marine life-including 77 live shares- 
M It's the world's largest aquarium. Close by, take a behind-thc-sccncs 
tour of another “ world’s largest /' the CNN Center ($13; ] CNN Center), 

^ which houses the network's newsroom. Afterwards, grab a fried shrimp 
po' boy (SJ3> at Glenn's Kitchen (LJO Marietta St.), 


Baltimore-Washki^ton Ifitemational 


Play paleontologist 
at the Maryland 
Science Center's 
Dinosaur Mysteries 
Exhibition 



To know real crab cakes, you must eat them in Maryland. You can get gieat 
ones two miles from the iiirport at G&M Restauraint (S04J lammonds Ferry 
Rd., f JiiLhicum Heighis), bui a beuei' hei is going 20 minutes east ol BWI 
to Faidley Seafood (203 North PacaSt., Baltimore). This Lexington 
Market spot has the chunkiest t nib cukes (Sl3) in tuwn-or T sume attest, 
in the world. Later, head to Balii more's touristy Inner Harbor s where 
the Miftryland Science Center ($13 ； 601 Light St,) is located. 




Miami Intemadonal 













Detroit Metro 



HlU SS<2I ArUJCI 
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Food 

This year's 



Livin’ Off a Prayer 


As the kosher food market 
grows ， the certification business 
is exploding By David Sax 

T he throng inside the Meadowlands Ex¬ 
position Center-Israeli women in long 
skirts, Hasidim in floor-iength coats ， 
Wal-Mart buyers in Dockers-might 
have struck some as the casting call 
for a Mel Brooks movie. However, the 
crowd had come to Secaucus f N.J.Jn late October for 
the annuai extravaganza known as Kosherfest, a two- 
day trade show connecting kosher food buyers and 
sellers from across the globe* Though the event is still 
dominated by marquee brands of High Holidays past- 
Empire Kosher chicken, Streifs matzos ， Gold's horse- 
radi^h-a swarm of rabbis mobbed booths featuring 
the latest converts to the rapidly expanding world of 


Thirty 


yearsago 
there were 
18 kosher 



agencies. 
Now there 
are 重 ， 063 


kosher food; frozen spring rolls, Canadian hemp oil ， 
Glenmorangie Scotch, and Ed Hardy tequila in an 
ornately decorated bottle with a skull stopper. 

Kosher was once a set of rules that Jews ol> 
served primarily in the home. Meat was ritually 
slaughtered by local rabbis* bread was bought from 
kosher bakeries, and everything was cooked accord¬ 
ing to the Biblical laws of kashrut. As processed and 
packaged foods replaced homemade matzo balls^ 
though, kosher consumers began to demand more 
variety. Starting in the 1930s，brands such as Coca- 
Cola have increasingly obliged by pursuing kosher 
certification agencies to bestow their products with 
a hechsher, or stamp of approval. Now the kosher 
retail market, which represents upwards of $13 bil¬ 
lion in annual sales, according to Brooklyn (N+Y.) 
marketing firm Lubicom, even includes certain 
foods-such as chocolate Easter bunnies-that many 
Jews might never eat. Says Sue Fishkoff, author of 
Kosher Nation: “Today, one-third to one-half of the 
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food In a typical American supermarket is kosher/ 1 
The business of becoming kosher remains tightly 
regulated by certification agencies. Such groups are 
built around the work of a mashgiach-a hybrid of a 
Talmudic scholar and a Food and Drug Administra¬ 
tion inspector who supervises food production to 
ensure everything is kosher* That means overseeing 
the slaughter and cooking processes of meat and fish, 
ascertaining that each ingredient entering a plant is 
inscribed with the hechsher, and keeping kosher food 
production separate from that of non-kosher food 
As the desire for kosher products has grown, 
so has the mashgiach business, “The number of 
certification agencies has exploded/' says Rabbi 
Yosef Wilder editor of Brooklyn-based Kashrus 
Magazine, which tracks the kosher certification 
industry* “Thirty years ago there were 18, but now 
there are 1,063 kosher certification organizations 
around the world. In America alone there are 600^ 
Wilder estimates the U.S. kosher certiftcation busi¬ 
ness is now a $200 niiliioa-a-year industry. 

At the top af the kosher food chain is Manhat¬ 
tan-based Orthodox Union (OU) f a kashrut power¬ 
house that supervises and certifies production in 
more than 6,000 plants in 77 countries. It employs 
75 full-time mashgichim and a small army of advis¬ 
ing rabbis. While the Oil's stamp appears on every¬ 
thing from Arizona Iced Tea drinks to Nabisco cook¬ 
ies and Tootsie Roll candies, its real growth comes 
from the phenomenon of trickle-doivn koshernomics. 
An ingredient supplier hoping for a contract with 
a kosher-certified Big Food outfit must first submit 
to the strictures of kashrut. “It’s a domino effect，’’ 
says Rabbi Moshe Elefant ， OU's executive rabbinic 
coordinator and chief operating ofTicer. 

“When you have Pillsbury or General Mills 
going kosher* you're talking about thou¬ 
sands of ingredients made by hundreds of 
companies in thousands of plants，each of 
which needs to be certified ■” 

The process doesn't come cheap. Com¬ 
panies that make a single product with 
an approved list of kosher-certified ingre¬ 
dients require only a few inspections per 
year. Factories that make both kosher and 
nankosher products in the same plant- 
or those that develop new products from 
numerous ingredients-require extra 
supervision. This can involve weekly or 
even daily inspections that drive annual 
costs into the hundreds of thousands. 
Brooklyn’s OK Kosher, OU’s fiercest com¬ 
petitor, certifies 20 new companies each 
week, many of which are ingredient pro¬ 
ducers. Rabbi Chaim Fogelman, a spokesman for y 
OK Kosher, estimates the agency is growing at 
around 15 percent annually. 

As a result* supermarket shelves now groan 
under the weight of kosher offerings, A recent 
addition, James Tea, a maker of tea concentrates 


Agencies 
now vie to 
certl^_ 

everything 
from canned 
tuna in the 
Philippines 
to packaged 
olives in 
Egypt 


Coca-Cola lias been 
certified kosher 、 
since the 1930s 


All Nabisco 
products and 
their ingredients 
are kosher 


in Paioesville, Ohio, converted this fall after being 
courted by a kosher-certified whiskey brand to make 
an alcoholic tea. Faced with the choice to certify his 
own product or risk losing the business, James Tea 
owner Janies Kekelis paid Cleveland Kosher just over 
$2,000 for a hechsher and rushed to open a booth 
at Kosherfest + 

As the food industry's supply lines have spread 
globally, the business of kosher certification has fol¬ 
lowed the diaspora. Kosher agencies currently com¬ 
pete to certify artificial flavors in Thailand, canned 
tuna in the Philippines, packaged olives in Egypt, 
and a staggering number of additives in China, 
“Picture the sight of one of our rabbis riding up a 
Tibetan mountainside on a donkey:’ says Rabbi Men- 
achem Genack, OU’s chief executive officer. “Why’s 
he there? Because there was a shortage of casein- 
a milk-derived protein used in processed foods. 
Someone was extracting the protein from vak milk 
in Tibet, and we had to be there to certify it!” 

Those in charge of kosher certification point 
out that, despite the industry's growth, most or¬ 
ganizations remain nonprofit. While 90 percent of 
OLTs funding comes from kosher certification fees ， 
profits are funneled back into community organi¬ 
zations, "'Kosher agencies aren't making billions 广 
says Rabbi EJefaat, holding up the lapels of his rum¬ 
pled suit f “If we were making billions* I wouldn't 
l look the way I look. w O 




A representative 
foi Kleirfs* the 
perennial kosher 
ice cream power 


Tootsie Rolls are among 
the many candies 
i>earing the hediinher 
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Etc. Next Life 


Art for the 
Internet’s Sake 



Manish Vora left finance fora 
niche in the art market_and ifs 
working- By Alexandra Wolfe 

M anish Vora had wanted to be an 
entrepreneur ever since he at¬ 
tended Yale University during the 
dot com boom. “I never dreamed 
of being an investment banker/' 
he says. Then the tech bubble 
burst, and Wall Street beckoned. For two years, Vora, 
30, labored over power and energy deals at Citigroup 
in New York before joining Monness ， Crespi, Hardt & 
Co., an equity research firm in Manhattan. His job as 
head of research had him logging 60-hour weeks, not 
counting time spent on corporate entertaining. 

While escorting his high net-worth clients to art 
fairs and openings, Vora realised there wasn't a good 
Web resource for collectors to track pieces or aggre¬ 
gate sale and auction data. That got him thinking “of 
creating a tech company that made art more success¬ 
ful onlineIn 2007 he and a Web designer, Dylan 
Fareed, invested a combined $10,000 and launched 
Artlog, a website that provides collectors with compre¬ 
hensive global listings of pieces, gallery and museum 
events, and recent sales. When Vora gave notice at 
the research firm in January 2008, Neil Crespi, his 
boss, decided to invest in the startup. “I like the way 
he thinks, says Crespi, who initially let Vora operate 
Artlog out of the firm's office. 

Without taking salaries, the co-founders focused 
on marketing. In June 2008 they hosted a party with 
New York’s New Museum during which 29 galleries 
signed up to list sales and exhibitions on the site. This 
fall the campany-which charges for events-formed 
an association with American Express to provide 
advisory services for select cardholders. While Artlog 
doesn't take commissions from the sale of pieces 
listed on its site, Vora plans to start charging a $150 
monthly fee for art professionals to take advantage 
of certain analytic functions, Iii the meantime, more 
than 4,000 galleries and museums list on the site. 

Now based out of an office on Manhattan's Park 
Avenue South, Artlog has 13 paid employees- 
including its founders-and hopes to break even 
by early 20IL “As Artlog becomes an increasingly 
valuable tool for collectors^ says Ben Sontlieimer, 
an investor and chief executive officer ot New York 
hedge fund Vault Partners, “the fragmented sec¬ 
ondary art market will be a lucrative area ， ❻ 


Former investment 
banker Manish Vura 
is attempting to 
streamline the art 
market on the Web 



DflfndngP^ar, by 
the arti&l Parra, 
is one of Artlog f s 
thousands of listings 



CURATING A BUSINESS 


300 , 00 G 

Monthly page views on 
Artlog，a digital hub for 
real-time information 
on art events and sales 


10,000 

Total attendees at 
ArtIog J s off-line events, 
such as gallery open¬ 
ings and art fair parties 


90 % 


The salary hit Vora 
took after leaving 
finance to start his 
online art venture 


to 


Days per month that 
Vora spends gallery- 
hopping around 
New York City 


DATA: ARTLOG 
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Etc. One True Thing 


The All-Weather Boot 



Head 


Don't want to sacrifice your 
coif to a hat? Throw on a 
pair of Ugg Gardy EarmufFs 
instead. The outside stitch 
patcern is understated, 
and the shearling sheepskin 
lining is the Australian 
company ]s trademark. 

$75 at uggamtraiia.com 



Feet 


Prevent cold feet by pairing 
your Wdlies withj r Crew_s 
warm Camp Socks, which 
are knit at Vermont' & last 
remaining sock mill The 
classic ragg mar] yarn socks 
come in colors ranj^ng from 
orange to light gray and navy. 
$12.50 atjcreWrCom. 



Hands 


Warm your fingers with 
Kenneth Cole's Leather 
Gloves, Availoble in four 
colorSj these sophisticated 
glyves look Jike a regular piiir 
of winter mitts but come with 
thf? added benefit of a soft, 
IDO percent ai^hniere lining. 
$78 ar kennethcole.com. 



Neck 


The infinity scaif-also known 
by several alternate names 
such as Lhe snood* \oop t Moe- 
biijs, and tubc-is this season’s 
fthnit starf. Slip Topshop's 
dmnky Zig Zag over your 
head and wrap it around your 
neck for double the warmth, 

沒 32 at topshop.com 


Jlsc Jacobscrfs rain 
boots ate also avcdlabk 
in blacky blue ， pink s 
and Army green - 
and in varying heights 


Don't let the rain or snow cramp 
your style on the way to work 

The Want; Stylish winter boots thatli keep you dry 
to and from the office. They should be practical, 
warm, and have good tract]on-and they shouldn’t 
make you look like Bob Vila. 

The Get: Use Jacobsen's tail rain boots ($189 at 
madewell.com). These seamless Danish-designed 
galoshes are handmade from waterproof natural 
rubber, which is surprisingly breathable and flex¬ 
ible. Nothing should slosh over their knee-high tops 
and the rubber sole will prevent you from slipping. 
The attached tongue keeps water out and the cotton 
fleece lining keeps toes toasty even when the tem¬ 
perature drops. ❻一 Meredith Stebbins 


EXTREMITY MAKEOVER 

An arsenal of this season^ winter accessories 
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Etc. The Stack 


August Busch JV 
tame up with some 
memorable ad cam¬ 
paigns, but he wasn't 
able lohold on lothe 
family brewery 










Rhapsody 
In Brew 


Was Anheuser-Busch the victim 
ofglobalizatioa or just a nasty 
family feud? By Ian McGugan 

T he Busch family, erstwhile owners of 
the largest brewery in the ILS” used 
to feed their male heirs five drops of 
Budweiser within hours of their birth. 
This ritual suggests the family took its 
beer very seriously, but it also hints at 
a unique sense of child-rearing* And while Julie Mac¬ 
intosh's Dethroning the King is ostensibly about the 
beer business，it spends just as much time um avel- 
ing the twisted dynamics of a family in which fathers 
and sons have battled for generations. 

August Busch III-known simply as The Third- 
seized control of Anheuser-Busch from his father, 
Gussie, in a boardroom coup in 1975 and ruled the 
company imperiously for the next 27 years. The 
Third trusted no one, particularly his own son, 
August IV-aka The Fourth, Before taking the top 
job in 2006, The Fourth endured a two-decade- 
long apprenticeship, much of which，according to 



Dethroning ^he King: 
The Hostile Takeover 
of Anheuser-Busch, 
ati American Icon 

By Julie Macintosh 
WILEY 

408pp, $27.95 



jitmcysiii-dViCii 



DETHRONING 

TUI 

KING 



Macintosh, consisted of being belittled by his dad. 
“They didn't communicate much/' she quotes one 
executive as saying，“unless you call communicat¬ 
ing ... getting your ass chewed.” 

Industrial brewing is driven by economies of 
scale, and by 2000 the business was dominated by 
a handful of international conglomerates. By the 
end of The Third’s reign, Anheuser-Busch's indepen¬ 
dence was in serious jeopardy. Although the com¬ 
pany could have jumped ahead of the trend and 
become a global brewer in the ’90s，The Third es¬ 
chewed the chance to buy Mexican-owned Grupo 
Modelo outright and preferred to concentrate on the 
US. market. This decision left The Fourth-and the 
Anheuser-Busch board-with limited options when 
InBev, the giant Belgian-based brewer, launched a 
successful takeover bid in 2008 - 

Macintosh argues that it was a tragedy for an 
American such as Budweiser to pass into foreign 
hands, yet her evidence suggests otherwise. The 
Busches were hardly vigilant stewards of their 
shareholders' money, particularly since the family 
owned only 4 percent of the company, They in- 
dulged themselves and their executives with a 
lavish stream of company-paid $1,000 dinners and 
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a fleet of Dassault Falcon corporate jets with a stafl 
of 20 pilots, An avid pilot himsdf^ The Third often 
flew to work in his helicopter, landing on the roof¬ 
top ai One Busch Place in St. Louis and trotting a 
floor down to his office-all to finesse his phobia of 
elevators. Under The Third ， Anheuser-Busch grew 
to control just over hall the U.S + beer market, but it 
also suffered from his lack of interest in the wider 
world- “He was not well traveled or well read, says 
a former colleague, “He was extremely provincial in 
his viewpoints. Everything was St, Louis and hunt¬ 
ing and fishing and the brewery/* 

The Third’s lack of interest in the burgeoning beer 
markets outside the U.S. border might not have been 
so problematic if he’d had a more impressive heir 
waiting to transform tlie company. The Fourth, how¬ 
ever, was no one's idea of CEO materiaL As a student 
at the University of Arizona，he flipped his Corvette 
and crashed in the small hours of the morning, kill¬ 
ing a 22-year-old woman in the passenger's seat. The 
Fourth was found, Macintosh writes^ injured in his 
town house a few hours later. The author explains 
that he wasn't charged with manslaughter because 
prosecutors couldn't prove he was driving the car or 
demonstrate that he was under the influence of alco¬ 
hol at the time. The Fourth went on to lead a private 
life that resembled a beer commercial, replete with 
speedboats> hot tubs, and bikini-clad women. 

In between partying, he moved into marketing 
at the family firm. After an initial failure with Bud 
Dry-and against the resistance ofhis father, who 
couldn't fathom how an ad could work without the 
classic “pour” shot of beer filling a glass-he champi¬ 
oned the inexplicably successful campaign in which 
three frogs croaked out the syllables <tf Bud-weis*er. fl 
The Fourth struck gold again with the blockbuster 
( 'Wassup?r campaign. 

When he finally landed the top job, though* LIS_ 
beer sales were slowing and new competition was 
coming from better-tasting craft brews and globe- 
spanning companies such as InBev and SABMiller. 
If Anlieuser-Busch, with its only-in-America attitude 
and luxurious executive lifestyle, epitomized old-style 
brewing, InBev was the new face of the industry, The 
Belgian company was run by penny-pinching Brazil¬ 
ians who flew economy and stayed in modest hotels. 
After on-again, off-again efforts to strike a deal with 
Grupo ModelOj The Third betrayed his son and，along 
with the board, agreed to the buyout. 

Macintosh makes much of the loss of an Ameri¬ 
can institution, but even she doesn’t seem totally 
convinced. What lingers after finisliing this book 
isn’t any great outrage at the natural course of glo¬ 
balization but rather sadness at how a great compa¬ 
ny can be undermined by family bickering. Q 


The King of Buzz 


Anheuse r-Busch's greatest marketing hits-and biggest business flops 
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Merger talks witli 
Gmpo ModeJo fail 
(200R) 



The Bud Tapper 
arcade game makes 
its debut (1983) 



The 'Bud-weis- 
cf* frogs 
0995) 


Belgian Inlicv buys 
Anheuser-Busch 
(200B) 


Low-cal, ㈣ 
sophisticated 
Select 55 (2009) 




Clydeadales. a 


Anheii^er-Ruiich 
has been an MLB 
sponsor since 1996 


Ant&: d motif 
of Bud in Cliina 
since 1937 


FAILURE 



The ill-fated Bud 
Dry is launched 
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McChrysial calls 
Bud Light Lime his 
£yve h^i (2010) 


Clydesdales^ a 
Budweiser icon 
Since 1933 


Spuds MacKeiizie's 
debut during Super 
Bcrn-I XXI (1987) 
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ad (1999) 



The “This Bud's for 
You" campaign 
(1979) 


SUCCESS 
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The ^Dude t, com- 
mercial^ a sequel 
to the "Was&up?!" 
ad(2007^0S) 
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Tlie " Bud Bow]； 1 
with fbotball-pla>ing 
bottled (19S9;97) ■ 


Ed McMiihon, 
perennial Budwei&er 
spokesperson 


Bud Tce.s 
penguin-cen¬ 
tric t^mpaign 
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Bud Iv^ilmerioray 
into producing 
content (2007) 


Jay-Z, forme r 
spokesperson for 
Eudwd&er Select 




Budwei&er has 
a Lascar 
car since 1983 




The fTQgs morphed 
inlo the Rudweiser 
Lf^rasTn tiie early" 
2000s 
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Etc. Hard Choices 
Brian Dunn 

“When I encounter someone 
online who’s having a problem ， 
I want to reach out and fix it 
myself. … And that’s not my job” 


The Best Buy chief on getting into social media 
to learn about his customers and employees— 
and knowing when to draw the line 



A few years ago our chief marketing 
officer asked me to get into social 
media. He was ahead of the curve 
in realizing that a cultural transfor¬ 
mation was happening. Best Buy has 
180^000 employees，the majority of 
whom are 24 years old or younger—and so a lot of 
workers were on My Space and other sites. I asked 
him how we could control it, and his answer was: 
You can't. You engage with it. 

Soon, 1 began talking to employees and custom¬ 
ers on Facebook every night at 10 o'clock. It was 
difficult to get over being self-conscious, since just 
tweeting about something I saw in a store opened 
myself up to vulnerability* The hardest part, though* 
was that once I decided to allocate the time tu this ， 
people started weighing in all over the place with¬ 
out context. Then，at one point last year, my Twitter 
account was hacked and one of my tweets basically 
said I’d been having a lot of great sex lately* 

1 felt violated^ but it didn't diminish my enthusi¬ 
asm. I learned a couple lessons along the way. I can 
engage for 5 or 10 minutes and get a great sense of 
what's going on in our stores. But when I encounter 
someone online who's having a problem, I want to 
reach out and fix it myself, I did that once early on and 
suddenly I was inundated by others. Vd set myself up 
as an answer center, and that's not my job. Well have 
more than L5 billion customer interactions this year, 
and we have great processes for helping customers. I 
realized the best thing I can do is point them to the 
resources. The same goes for my employees. 

In my office，I now have a large monitor of all 
the activity where we’re mentioned. I want to know 
what's out there, 1 don’t have to respond to all of it t 
but 1 write everything on my Twitter and Facebook 
accounts myself-and I’m the one who's posting, Fm 
responsible for what I say online, and I expect the 
same of my employees. The only guideline is that 
they act within our values, You can engage with 
social media and get comfortable with the messi¬ 
ness of it. We're past the tipping point. You have to 
be where people are- ❾ 一 As told to Diane Brady 
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"By helping us develop a more 
efficient insurance program, 
"Zurich helps us focus more 
界 sources on our patients.” 

Kevin Cooper, Chief of Staff & General Counsel, 

NCH Healthcare System 



Zurich HelpPoint 

Efficient claims process to help businesses meet their goals. 

WeVe assembled a team of underwriting and claims specialists to help 
the NCH Healthcare System make claims processing more efficient and 
effective. This allows NCH to direct more of their resources toward 
improving patient care. It f s an example of how Zurich HelpPoint delivers 
the help businesses need when it matters most. Watch the video to learn 
more, www,Zurichna.com/stories4 


❷ ZURICH 


Because change happenz 






TNs is intended as a general description of certain types of insurance and services available to qualified customers through the companies of Zurich in North America. Zurich does not 
guarantee any particular outcome and there msy be conditions dm yDur premises or within your organization which may not be apparent to us. In the United States, insurance cdverages 
are underwritten by individual member companies of Zurich m North America r inciudmg Zurich American Insurance Company. Certain coverages are not available in all states. Some 
coverages may be written on a non-admitted basis through licensed surplus lirves brokers. In the United States risk engineering services are provided by Zurich Services Corporation. 
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I CAN BE LIBERAL WITH 


LAUGH IN THE FACE OF OBSOLESCENCE. THE FUTURE IS MY FRIEND 


